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ABOUT THE INTEGRATED REPORT 


Statutory Annual Reporting Process 


In terms of section 121 of the MFMA, City Power as a municipal entity of the CoJ is required to prepare an annual report for each 
financial year. City Power’s 2020/21 Integrated Annual Report (“this Report”) for the period 1 July 2020 to 30 June 2021 is a 
complete reporting version as required by the MFMA, National Treasury Guidelines, City of Johannesburg internal guidelines and 
integrated reporting best practice. 


Referencing Content Online 


This Report is available on the City Power website as a downloadable document on www.citypower.co.za and on the parent 
Municipality site www.joburg.org.za after approval and the Annual General Meeting of the company. 


Scope and Boundary of the Integrated Report 


This Report provides a review of the financial, social, environmental and governance performance of City Power and aims 
to provide a clear view of how City Power’s strategy, governance, performance and prospects — in the context of its external 
environment — lead to the creation of value over the short, medium and long term. 


The boundary of this Report is limited to financial and non-financial performance reporting as it relates to City Power during the 
2020/21 financial year. The integrity of this Report was overseen by the Board of Directors in conjunction with its Committees. This 
was achieved by setting up appropriate teams, structures and processes to undertake the integrated reporting process and then 
performing a thorough review of the resulting document. 


Reporting Philosophy 


In a landscape of resource constraints, we understand that we need ways of broadening the conversation about the services we 
deliver and the value we create, not only to meet short-term demands but for the longer term. 


We recognise that integrated reporting is a model for achieving this and for promoting trust and confidence with our key stakeholders. 
In an environment where we are increasingly challenged to improve outcomes with restrained resources we believe it is important 
to communicate how we are able to achieve this critical public accountability and transparency. 


We subscribe to the International Integrated Annual Reporting Framework Approach. As such, the Report aims to reflect our 
commitment to a measured and integrated approach to our strategy and operational practices, as well as the reporting of our 
economic, social and environmental impacts. 


We hope this Report provides insight into the nature and quality of our relationships with our key stakeholders, including how and 
to what extent we understand, takes into account and responds to their legitimate needs and interests. 


This Report intends to demonstrate our ability to create value over time, including to employees, customers, suppliers, business 
partners, local communities, municipal councils, the legislature, members of parliament, regulators and policymakers. 


In this Report we provide insight on City Power’s strategy and how it relates to our ability to create value in the short, medium and 
long term in 6 key chapters: 


e Leadership and Corporate Profile 

* Governance 

¢ Service Delivery Performance 

* Human Resources and Organisational Management 


¢ Financial Performance and Exposure 
¢ Internal and External Audit Findings 
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Aligning with Leading Practice Frameworks 
City Power compiled this Report using stakeholder feedback, input of reporting professionals and its own internal review process. 


The reporting structure allows the company to meet the requirements of the MFMA, Circular 63 of the MFMA, National Treasury 
and CoJ Guidelines and as far as possible, the guidelines provided by the IIRC and the reporting priorities outlined in the King 


Code of Governance for South Africa. 

Illustrating how City Power 

derives “material issues” and 

how they inform Entity strategy 
Introducing a diagrammatic representation 
of the Entity's sustainability-driven 
business between strategy and 
sustainability priorities 


Linking, as far as possible, City 
Power’s material risks to strategy 
and material issues, as well as 
providing risk treatment plans to 
manage risk exposure 


Presenting a high-level diagrammatical representation 

of the linkages between the Entity’s business model, : 
operational structure, strategic objectives, capital inputs and 
business outcome to demonstrate the connectivity between _ 
strategy, operations and performance 


Key Features of this Report 


Harnessing the principle of 
“materiality” to inform report 
content 


all 


Figure 1: Key Features of Annual Report 
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Assurance 


Assurance on this Report was facilitated through engagements with City Power’s Audit Committee and the City Power Board. The 
CoJ through the Municipal Public Accounts Committee, considers this Report as part of Council’s oversight process. This Report 
is subjected to the CoJ’s annual reporting oversight and monitoring framework. The Auditor-General (South Africa) audits the 
company’s performance. We strive to continue to refine our approach to integrated reporting in future reports to further align with 
international reporting standards and to promote consistency, accessibility and accountability with respect to its multifaceted role 
in creating and sustaining value for all citizens of Johannesburg. 


Determining Our Material Matters 


Our purpose as a business is to contribute positively to the GDS 2040 objective of creating a liveable, resilient and sustainable 
Johannesburg. The GDS 2040 is the blueprint for achieving our vision of growing the business, whilst decoupling the environmental 
impact from the business’ growth and increasing its positive social impact. 


We undertook an in-depth materiality assessment to determine the issues to include, set targets for and report on. The City Power 
Business Plan is the central focus of the company’s sustainability strategy and reporting. However, we also report on issues that 
are not contained in its Business Plan but are of interest to its stakeholders. City Power keeps these under regular review and 
aims to be as responsive as possible to stakeholder needs. 


City Power periodically reviews its material issues against the changing context of the operating environment, and its relative 
significance to our business and to our stakeholders. Understanding and prioritising the issues that matter to the business and its 
stakeholders enables us to address the right issues and report on them effectively with a stakeholder mindset. This allows us to evolve 
our strategy and tailor reporting, so it is aligned with the interests and needs of our stakeholders, as well as those of the Company. 


City Power defines issues to be material to its business in terms of: 


The degree to which an The extent of 
issue is aligned with the City Power’s influence 
Entity’s vision and purpose, on the issue 


brand portfolio and 

geographic location —. 
The potential impact of the , The importance of 
issue on the Entity’s 


an issue to the 
operations, or on its »» «< Entity’s ke 
consumers K\ 5 


stakeholders 


City Power 


Figure 2: Defining Material Issues 
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We also ensure that our reporting continues to reflect the critical issues for stakeholders as they arise. The following are City 
Power’s top material issues: 


Customer centricity 

Clean governance 

Revenue generation opportunities 

Improved communication with councillors and community-based planning 

Leverage reputation to attract investments 

Inclusive business models through improved support for small- to medium-scale businesses 
Vandalism and theft 

Health of our people during the COVID-19 pandemic 


ONO a ONS 


Approval of the Integrated Report 
The City Power Board acknowledges its responsibility to ensure the integrity of the 2020/21 Integrated Annual Report. The Board 


confirms having collectively reviewed the content of this Report, agrees that it addresses issues that are material and that it 
provides a fair representation of the integrated performance of City Power for the period 1 July 2020 to 30 June 2021. 
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Company Secretary’s Certification 


In terms of Section 88(2)(e) of the Companies Act 71 of 2008, as amended, | certify that the company has lodged with the 
Commissioner all such returns as are required of a public company in terms of the Companies Act and that all such returns appear 
to be true, correct and up to date. 


4 
“a 


Mr. MJ Smith 
Company Secretary 
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RESPONDING TO COVID-19 


The well-being and emotional resilience of our employees was crucial to maintain our services during the COVID-19 virus outbreak. 
During the FY2020/2021, the country experienced COVID-19 second and third wave, which necessitated the organisation to 
reinforce all health protocols. 


The COVID-19 steering committee prepared a COVID-19 Workplace Readiness Plan, which was subsequently approved by 
Board in May 2021. The plan highlighted the risk assessment conducted by the steering committee on City Power’s controls in 
managing COVID-19 in the workplace. A further assessment of the vulnerable groups was conducted by the Wellness department. 


Priorities 


We recognise the impact that the COVID-19 pandemic has on our people. The Group’s priorities for the period under review 
included: 


« Employee well-being during the pandemic era; 

* Organisation redesign to ensure effective delivery of strategic intent and optimal staff utilisation with minimal vacancies; 

« Migrating most of the functional, leadership and behavioural training interventions into virtual learning platforms; 

« Partnering with organised labour and the change agent network to address the concerns raised in the employee satisfaction 
survey; and 

¢ Partnering with learning institutions. 


Continuity 
To enable continuity, we had the following KPIs: 


« COVID-19 Management Plan (i.e. Physical and psychosocial support and awareness) 
« Medical Surveillance Programme (i.e. COVID screening, testing and contact tracing, assessment of vulnerable groups, etc.) 
« Entry and Exit Health Assessments 


Our Response Strategy 


* COVID-19 Toolkit for Managers 

* Board approval of COVID-19 Policy 

* Alignment to CoJ’s COVID-19 Guidelines 

* Training and Awareness of City Power staff on COVID-19 by Labour Law 

« Where employees were classified as non-essential or critical support functions/services, they were allowed to work from home 
on a rotational basis (especially those with comorbidities and over the age of 60). 


Psychosocial Support and Interventions 


* Counselling services for employees who tested positive, went into isolation and quarantined, as well as their immediate family 
members 

* COVID-19 hotline services 

* Guidance and psycho-education about stress and anxiety 

« Individual telephone consultations to employees above 60 years and with comorbidity 

* Evaluation and monitoring 


We Prioritised Vaccinations 


As such, we have also put processes in place to ensure that qualifying employees are vaccinated accordingly. City Power is now 
an ad hoc inoculation and vaccination site to augment the National Health Vaccination programme at the guidance of the City’s 
Health Department. 


Our COVID-19 statistics 


* 505 tests performed 
*« 205 employee infections recorded 
* 4deaths 
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Our financial performance 2020/2021 


Total revenue Capital expenditure 


R16.9 billion R786 million 
(2019/2020: R 16.3 billion) (2019/2020: R908 million) 


Net assets i. Total asset value 
R4.7 billion ome R19.7 billion 


(2019/2020: R5.2 billion) (2019/2020: R18.9 billion) 


Our employees 


[i 600 Our customers 
= jobs Created through Expanded 
eg Public Works Programme © 


R1.3 billion Poa Ue | w 


skills development spend as 
employee related costs % ‘ ‘A 


(2019/2020: R1,3 billion) 8 be leenlage lor pay (ell 378 072 


(2019/2020: R884 million) 


Infrastructure 


18,100 km 18,000 268 
underground cable hed ears Sections 


and overhead lines 
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In 2020/2021 we: 


Installed 


Gs) 1,619 public lights tft 95.28 km of cable 


Electrified 


a 2,467 households mainly in informal settlements 


Took part in 


y/ AY 
KY 337 community engagements 


Our suppliers 


T 73.81% T 40.63% 


2021 2020 2021 2020 


Johannesbur 


wer 
burg 


Procurement Spend from suppliers Procurement Spend from suppliers that are 
that are 51% black owned 30% black woman owned 


The environment 


4agM 25,981.00 Kwh offset in Greenhouse Gas Emission 


dee (2020: 33,244.60Kwh) 
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1. LEADERSHIP MESSAGE 
AND CORPORATE PROFILE 


Stakeholder Impacted Our Capitals 


Strategic Objectives Addressed 


1.1. Message from Councillor Michael Sun Member of the Mayoral Committee for 
Environment and Infrastructure Services Department (MMC: EISD) 


On the 15 December 2021, | was sworn in as the MMC: EISD of the Multi-party Coalition 
Government for the new political term and a new dawn arising in Johannesburg. This important 
office oversees three Municipal Owned Entities (MOEs) namely, City Power, Johannesburg Water 
and Pikitup as the essential service delivery functionaries of the City of Johannesburg (COJ) with 
the ultimate purpose of improving the lives and livelihoods of the residents of Johannesburg. 


Alignment of objectives 
\ The COJ as the shareholder of City Power provided a clear directive with regards to shareholder 
expectations, and this is articulated in the GDS 2040 and this is linked to the Gauteng Province’s 
Growing Gauteng Together (GGT) 2030 strategy, which in turn is informed by the country’s 
National Development Plan (NDP) 2030. The GDS 2040 is unpacked in more clarity in the COJ 
Strategic Priorities. 


LF] Refer to page 34 on shareholder alignment. 


The COJ Strategic Priorities are outline as below: 


* Good governance 

e Financial sustainability 

e Integrated human settlements 

¢ Sustainable service delivery 

e Job opportunity and creation 

* Safer city 

* Active and engaged citizenry 

* Economic development and growth 
¢ Sustainable environmental development 
¢ Smart city 

* COVID-19 response 


The City Power VUCA 2022 Strategy was crafted in order to support the City’s Priorities and Programmes while ensuring the 
sustainability of the organisation, taking into account the ever-changing environment of the South African energy and technological 
landscapes. City Power has identified key interventions for successful delivery of the City’s strategic objectives. 

Below find an illustration of the alignment between Nasional, Provincial and Local Government objectives to City Power’s strategy 


and defined KPI’s 


|=] Refer to page 48 to read more on our VUCA Strategy and page 50 for our key interventions 


—_— 


In the 2020/21 financial year, City Power’s overall performance was rated as 42.42% by the shareholder. This underperformance 
is mainly attributable to governance and service delivery indicators. The company also has challenges of outages, as well as theft 
and vandalism. 


The IDP stipulates the corrective actions that are to be taken to ensure that strategic objectives are achieved. 
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City Power Turnaround Plan 


Consequently City Power developed and is currently implementing the the City Power Turnaround Plan which articulates how the 
company will maintain its current performing KPIs while putting an even greater emphasis on the underperforming KPIs, in order to 
improve the overall company performance. This turnaround plan encompasses key initiatives to drive a high-performance culture 
that propels coherent pursuit of strategic objectives as guided by the COJ. We will monitor the implementation of the Turnaround 
Plan closely to ensure performance, spending, outcome and accountability. 


|=] Read more on our Turnaround Plan on page 50 
| \ 


Stakeholder Engagement 


During the financial year, in spite of COVID-19, City Power continued to meet with citizens by hosting multiple community 
engagements, which included public meetings, councillors’ forums and conflict management during community protests. 
Stemming from these public participation initiatives to enhance service delivery, the City Power: 


¢ Installed 1,619 public lights; 
¢ Electrified 2,467 households mainly in informal settlements; and 
Installed 95.28km of cable. 


Our Stakeholder needs and our communication plan is discussed on page 34 

Ensuring climate change and resource resilience 

City Power has offset 25,589 tons CO, of greenhouse gas emissions in line with the IDP requirement. 
Supporting the Informal Economy, SMMEs and Entrepreneurship: 


In response to this City Power: 
* Supported 259 SMME’s. 
« Exceeded the target on: 
o Percentage of its procurement spend on suppliers that are 51% black owned; 
o Percentage of its procurement spend on suppliers that are 30% black woman owned; and 
o Percentage of its procurement spend suppliers that are 51% owned by black people with disabilities and black military 
veterans. 


On behalf of Council, we are extremely concerned about the financial performance of City Power. Management and the Board are 
expected to improve performance while considering the impact of COVID-19 on the business, the country and the world. It has 
been shown that energy and electricity play an essential role in improving economic development. 


The CoJ is the hub of economic development in Southern Africa and in Africa. City Power is thus required to fast track the 
implementation of the energy mix in order to curb the adverse impacts of load shedding as well as transform the utility into an 
energy retailer in order to position the City for a progressive economic development. 


In closing, | wish to thank the residents for the support and constructive criticisms to City Power which motivates us to grow and 


improve our services. | also want to express gratitude to the former MMC, Cllr. Mpho Morane for the work done during his term 
and look forward to working with all political parties for the benefit and in the interest of our residents. 


DAWN 


Cllr. Michael Sun 
Member of Mayoral Committee — City of Joburg Metropolitan Municipality 
Environment and Infrastructure Services Department 
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1.2. Message from our Chairperson, Adv. Lindiwe Maseko 


The strategic priorities of the CoJ, as the sole Shareholder of City Power drives strategic objectives 
of City Power and significant attention is given to ensure that these objectives are implemented in 
the form of measurable targets and deliverables. The strategic priorities of the CoJ are contained 
in the GDS and in the IDP, and have also been reduced to a signed Shareholder’s Compact. 
The Board supports City Power in the attainment of these strategic objectives over time. 


For more information on The VUCA Strategy and City Power’s strategic objectives refer to page 
48 


City Power’s underperformance as scored by the EIDS in this financial year had a negative impact 
on the financial performance indicators. The Board is concerned about the financial position of 
City Power which is demonstrated by lower profitability and the liquidity ratio that is below the 
norm. 


We expect the appointment of the Chief Executive Officer and the Chief Operations Officer to go a long way towards stabilising 
the governance structures and business processes. These in turn are anticipated to improve company performance in the medium 
and long term. The Board is determined to work with Management to ensure improvement in achieving strong financial and 
operational results. In this regard, the strategic priorities of the Shareholder are deployed to direct and drive organisational plans 
and achieve the vision of the company. 


The Board emphasised that Management must follow up on the mitigation plans provided in the variance explanations and ensure 
that these are reflective of the turnaround recommendations and the CEO’s Business Improvement plan presented to Board. As 
the Board, we accentuated the importance of ensuring that all initiatives are accompanied by clear timelines that can be translated 
into measurable and timed implementable actions to enable Board tracking. Where City Power believe the initiatives will not be 
accomplished owing to any structural impediments which include the centralised budgets, fragmented value chains between 
City Power and the Shareholder, the Board is encouraging Management to propose interventions to influence these changes for 
support by the Board. 


The Board also notes the approval of the City Power budget and Business Plan for the financial year commencing 1 July 2021 by 
the Council of the CoJ Metropolitan Municipality. The Business Plan for the said period is considered exciting for Board in that it 
boasts the start of the rollout of the energy mix in line with global electricity trends, as well as national and shareholder direction. 
As the Board, we understand the challenges confronting the Shareholder and Government to salvage and recover the economy in 
the midst of the COVID-19 pandemic and it is precisely for this reason that the energy mix is not only considered for City Power’s 
sustainability; but as an economic propeller. The energy mix is to be financed from off-balance-sheet funding because it could not 
be financed in the recently approved capital budget and the current balance sheet is not able to sustain it. 


The governance processes of the Board are designed to ensure that the Board and its sub-committees carry out their 
responsibilities effectively. In the financial year 2021/22, the Board continued to exercise oversight on the organisation and 
ensuring implementation of the VUCA 2020 strategy in order to achieve the Shareholder vision. The Board focused on Business 
and Financial Sustainability as well as the Business-of-tomorrow as encapsulated in the VUCA Strategy. The following are some 
of the key focus areas for the financial year: 


¢ Improvement of the control environment; 

¢ Improvement of compliance; 

« Integrated assurance; 

¢ Focus on addressing Internal Audit and AG audit findings in a comprehensive manner; 
¢ Refurbished plant and improved plant capacity; 

*« Smart City Power; and 

¢ Meaningful economic transformation achieved. 
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As anew Board of Directors appointed on 10 February 2021, we remain resolute to attaining continuous improvement in achieving 
strong financial and operational results and contributing to shareholder value and service delivery, and will strive to continue the 
good work that the erstwhile Board had started with. 


Read more on our governance on page 56 


| would also like to thank the Shareholder, fellow Board members for the continued support and the rest of Management for the 
hard work they have put in, in the previous financial year. 


Adv. Lindiwe Maseko 
Chairperson of the Board 
City Power Johannesburg (SOC) Ltd 


CITY POWER eae INTEGRATED REPORT 2020/2021 


City Power 


a world class african city Johannesburg 


Johurs 


City Power 


a world class african city Johannesburg 


1.3. Message from our Acting Chief Executive Officer, Ms. Nancy Maluleke 


As we reflect back on the 2021 financial year, a time during which our city and our people faced 
innumerable challenges at the height of the COVID-19 pandemic, we remained committed to our 
purpose to contribute positively to the GDS 2040 objective of creating a liveable, resilient and 
sustainable Johannesburg. We did so by focusing on people, effective governance and system 
stabilisation. 


Value to Our Stakeholders 


We are mindful of our mission to meet the expectations of our customers and stakeholders by 
providing sustainable, quality, affordable, safe and reliable energy supply; providing prompt and 
efficient customer service; being the preferred equal opportunity employer by developing and 
incentivising our employees; and undertaking our business in a financially, operationally, socially 
and environmentally sustainable and acceptable manner. 


At the heart of City Power is our business model, designed to deliver value to our customers and other stakeholders, today and 
into the future. We do so with a culture of re-imagining what it means to be productive and developing a capacity model that 
derives the most value from our employees, advisors and contractors. 


Read more on our value creation over time on page 42 
Financial Performance 


Even though our results show a 3.2% increase in revenue from FY2019/2020 (R16.34 billion), the revenue for the year closed 
lower than targeted at R16.98 billion against the budget of R17.73 billion. The decline in revenue generation and collection is 
attributable to illegal connections, billing errors, non-payment by customers as well as fluctuation in customer numbers. The 
number of outages due to theft and vandalism, as well as the slow collection level impacted by billing delays and COVID-19 
exacerbated poor performance. 


Read more on our financial performance on page 194 


We are cognizant that as a company we did not meet the expectations of our shareholders and scored a disappointing 42.42% on 
the scorecard. A total of 14 of the 33 measured KPIs have been achieved with 19 under-performing KPIs. 


The main contributors to under-performance are the Financial and Service Delivery KPIs. 


City Power has been experiencing difficulties in terms of its financial position. It is for this reason that improving and sustaining a 
positive financial position is given first priority and this is linked with how we want to improve our customer experience, through 
the delivery of our services in a customer-centric and personalised manner. We recognise that it will not be possible to improve 
and sustain our financial position if we do not collaborate more closely with our customers in order to meet and even exceed their 
expectations. 


The improvement in our customer relationship and our financial performance will serve as a catalyst to unlock financial constraints, 
and this will in turn provide us with the opportunity to fast track the achievement of the remainder of our objectives. With the limited 
financial and non-financial resources at our disposal, we will continue to ensure that all strategic objectives receive some form of 
allocation. All our efforts are undertaken in compliance with the relevant legislation, regulations and policies. 


City Power Turnaround Programme 


We are committed to address our challenges through the initiatives identified in the City Power Turnaround Programme, which 
commenced in May 2021, focusing on driving revenue, reducing costs, reducing outages, increasing business visibility and 
assessing existing IT infrastructure as a business enabler. 


Our focus is to continuously improve the business performance, achieve strong financial and operational results and ensure that 
the vision and mission of the company are realised for the company, our shareholders and the communities we serve. We are 
committed to ensuring that the strategic priorities of the Shareholder, which are influenced by the people of this gallant city, drive 
our plans and operations. 


CITY POWER ee INTEGRATED REPORT 2020/2021 


Management has been mandated to ensure that all their teams understand their collective and individual contribution to the 
strategic objectives. The turnaround recommendations have been received by Management for execution in the next quarter and 
beyond in terms of the implementation plan. Revenue collection influences heavily on the sustainability of our business and, as 
such, it has become one of my major concerns and focus areas in the short to medium term. 


Read more on our Turnaround Plan on page 50 
Organisation Structure Fit-for-Purpose 


We commenced with an organisation structure review process in 2019 to align to our strategic objectives. This process continued 
throughout the year under review and adopted an inclusive approach to organisation design, thus allowing for input from all 
employee groups. We took into account the Auditor-General’s concerns and performed a review to align the structure in order to 
strengthen the control environment. Subsequently, the Board approved the reviewed high-level structure on 28 May 2021. The 
implementation of the reviewed structure will continue into the next financial year. 


Transformation 


Diversity and inclusion remain key drivers of our transformation journey and, we believe, integral to building a workforce that reflects 
our commitment to equal employment opportunities regardless of race, gender, age, disability, religion, or sexual preference, and 
reflects the demographics of the country. There has been an ongoing focus on the development of talent, with particular progress 
representation on persons with disabilities, youth and gender equality and representation at a senior level, taken as an opportunity 
when filling emergent talent gaps during the course of the year. 


Key risks 


For the year under review, ten strategic risks were identified that could threaten the achievement of our strategic goals and 
performance targets. Risk treatment strategies are in place and are reviewed and updated, as well as the identification of 
additional and new/emerging risks. These strategic risks are managed at a Group Executive level with the CEO assuming overall 
accountability of the risk profile. Progress on risk performance is reported quarterly to the Audit and Risk Committee. 


Read more on our key risks on page 86 
Audit Findings 


We resolved 75% of the Audit findings for the financial year 2019/20 raised by the Auditor-General. Management is working on 
the unresolved audit findings to ensure that the root causes are addressed, which will positively impact our control environment. 
Internal audit is tasked to track, monitor and report the audit findings to EXCO and the Audit and Risk Committee. 


Read more on our our process to address audit findings on page 212 
Looking Forward 


In line with our vision to be “a world-class Energy Utility” we continue to look towards the future and remain steadfast on the 
journey to becoming an energy company as opposed to our traditional function of being an electricity distributor. Strategically, 
our aim is to be business and financially sustainable, a smart utility, and customer centric with engaged and skilled employees. 


We know that our role is critical to supporting a more resilient and inclusive future for our City. Our immediate priorities remain to 
protect the well-being of our workforce and the resilience of our services. 


My sincere thanks go out to our employees, the executive team and the Board for their collective contribution. To our business 
partners, shareholders and other stakeholders — thank you for your ongoing support. 


A 


anid. 


Ms. Nancy Maluleke 
Acting Chief Executive Officer 
City Power Johannesburg (SOC) 


CITY POWER INTEGRATED REPORT 2020/2021 


1.4. Message from our Chief Financial Officer, Ms. Mfuni Xolo 
Overview of Entity’s Financial Results 


Over the past year, total revenue increased by 3.2% to R16.9 billion, while operating expenses 
increased by 5.36% to R17.65billion. Overall, the Entity reported a deficit of R469 million (2020 
Restated: deficit R50.88 million) against the budgeted deficit of R13 million approved by the 
Shareholder in the adjustment budget. 


Read more on our financial performance on page 194 


The company’s economic resilience has been managed through growth strategies and plans 
to increase revenue. In this regard, the revenue war room led by the CEO was introduced to 
institutionalise controls to protect, predict and secure revenue and improve the associated 
collections from customers. Cost-containment initiatives complemented these initiatives. 


Operating Revenue 
The primary revenue streams that supported the Entity’s programmes and activities are made up of: 


* Service charges 
« New connections 

¢ Other income 

* Rental income 

¢ Government grants and subsidies 
« Interest revenue 


Service charges 


Other income 


Government grants 
Interest revenue 
Fees earned 


Rental income 


Re-connection fees 


Graph 1: Operative Revenue 


The graph above reflects that service charges represents 96% of the revenue, with the remaining 4% representing other sources 


of income. 
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Operating Expenditure 


The following graph indicates the main categories of expenditure for the year under review. The proactive management and 
containment of costs remains a key priority for the Entity into the new financial year. 


WE Bulk purchases 
i Bad debts 
{General expenses 


Lease rentals on 
operating lease 


Employee related cost 
Finance costs 
Repairs & maintenance 


Administration 


Depreciation & amortisation 


Graph 2: Operating Expenditure 

As shown in the graph above, the Bulk Purchases that include purchases from Eskom and Kelvin comprise 69% of the total 
expenditure followed by employee costs at 7%. The focus of the business is on reducing reliance on Eskom in order to optimise 
the bulk purchase cost. 


Capital Expenditure 


The capital expenditure for the financial year under review amounted to R786 million. Capital commitments (Authorised and 
contracted for) as at 30 June 2021 amounted to R966 million (2019: R2.2 billion). 
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Key Financial Indicators 


1.5. Statement of Responsibility 


2020/21 2019/20 2018/19 2017/18 The Directors of the company are responsible for the maintenance of adequate accounting records and the preparation of the 
Details R’000 (Restated) (Restated) (Restated) annual financial statements and other performance information with integrity and fair presentation of the Entity’s state of affairs. 
R’000 R’000 R’000 The annual financial statements have been prepared under the Chief Financial Officer's supervision, Ms. Mfuni Xolo. The financial 
statements presented in Chapter 5 have been prepared in accordance with GRAP. They include amounts based on prudent 
Total assets 19,793,589 18,978,872 18,277,405 17,220,488 judgements and estimates made by the Management. 
Total equity 4,683,345 5,152,348 5,336,107 5,992,618 
Total equity and liabilities 19,793589 18,978,872 18,277,405 17,220,488 The Directors are responsible for the preparation of the other information in the annual report and are responsible for both its 
Bank balances 567,460 265,237 18,966 16,935 accuracy and its consistency with the financial statements. 
Capital expenditure 785,762 (884 842) (1,127,090) (882,921) ‘ - . : ; . . . 

The going-concern basis has been adopted in preparing the financial statements, and the Directors have no reason to believe that 
pevenue pe eoo ete Weert Epis demented the Entity will not be a going concern in the foreseeable future based on the forecast and available cash resources. Refer to the 
Grant and subsidies 118,062 264,298 224,165 319,101 Director's report on the AFS concerning the appropriateness of the going-concern assumption for the preparation of the financial 
Direct cost (12,133,490) (11,523,086) (10,718,639) (10,297,590) statements. 

Employee costs (1,296,688) (1,265,014) (1,121,511) (1,087,605) 

Finance incomé 76,825 41,939 74,797 73,078 The Auditor-General, who was given unrestricted access to all financial records and related data, including minutes of all meetings 

Pinanee casts (523,890) (574,478) (541,719) (453,465) of Shareholders, the Board of Directors and Committees of the Board, has audited the financial statements and other performance 
‘ : : : information. The Directors believe that all representations made to the Auditor-General during their audit are valid and appropriate. 

Loss before tax (676,804) (148,014) (558,126) (378,391) The Auditor-General’s report is presented in Annexure B. 

Income tax expense — deferred 207,799 97,131 57,041 5,83 

Surplus/(deficit) for the year (469,005) (50,883) (501,085) (384,221) The financial statements were approved for submission to the Auditor-General for the purpose of auditing by the Board of Directors 

Net cash from operating activities 328,011 552,741 232,162 569,945 on 31 August 2021 and signed on its behalf by the Chairperson, Adv. Lindiwe Maseko. The final set of financial statements, annual 

Net cash used in investing activities (785,762) (907, 551) (1,220,602) (1,426,811) performance information, and Integrated Annual Report was approved by the Board on 30 November 2021 after auditing by AGSA. 

Net cash from financing activities 759,974 601,081 990,471 858,146 7 7 

Net cash from financing activities 601,081 990,471 858,146 1,073,372 hee Dur Ownership and Gpersing =uueture 


Table 1: Key Financial Indicators 


| want to take this time to thank the guidance of my CEO, the support of the executive colleagues, and the employees of City 
Power for their hard work, sacrifices and concerted effort throughout the year. Relevant to this Report, the contribution of all 
involved in finalising this annual report and set of financial statements. | am not forgetting the Auditor-General for conducting the 


external audit and their assistance, support and cooperation during the year. 


Finally, | would like to thank the Board of City Power and the Management team at the City of Johannesburg for their support. 


MAAC Xeol= 


Ms. Nomfuneko “Mfuni” Xolo CA (SA) 


Chief Financial Officer 


City Power Johannesburg (SOC) Ltd 
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City Power was established in 2000 as an independent municipal entity, and 100% owned by CoJ. NERSA granted City Power a 
license to trade on 19 December 2001. 


The relationship maintained with the CoJ is one of Service Authority and Service Provider (“the Council”). The Council, by means 
of a Service Delivery Agreement, regulates the service in respect of the following: financial matters (such as tariffs and capital 
expenditure); human resource matters (such as skills development); delivery targets (maintenance of assets and addressing 
assets); and standards of customer service. The EISD oversees performance and Group Governance oversees the governance 
of the City Power. 


1.7. Our Principal Activities 


City Power is accountable for providing electricity services to all its customers. As the CoJ’s electricity distribution service provider, 
City Power’s core competency is purchasing, distributing and selling electricity within its geographical footprint. Today, City Power 
has approximately 378,072 customers, ranging from domestic to commercial and industrial properties. 


We are accountable to provide network services to all our customers, which include: 


« The purchasing, distribution, and sale of electricity; 
* Constructing networks; 

* Connecting customers; 

* Repair and maintenance of networks; and 

« Installation and maintenance of public lighting. 
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We are committed to the CoJ’s long-term 
aspirations of a resilient, sustainable and 
liveable Johannesburg by 2040. The company 
contributes to this aspiration through quality 
service delivery, provision of an electricity 
network that guarantees sustainable living 
and provides enabling support, that drives 
economic growth. 


*« We base this on a strong commitment 
to sound financial management, 
governance, efficient systems, and 
processes, the pursuit of sustainable 
additional revenue streams, capital 
efficiency, and careful consideration for 
the environment. 

e« Weare able to do so by engaging all 
relevant stakeholders and responding to 
stakeholder needs. 


City Power is not the sole provider of electricity 
services for the City. The areas not covered 
by City Power (predominantly Soweto and 
Sandton), are serviced by Eskom. The CoJ 
map indicate areas supplied by City Power 
and Eskom. 


1.8. Our business model 


Through an intensive consultative process, 
the CoJ and its people adopted a GDS 2040 
that reflected the aspirations of a city that is 
liveable, sustainable and resilient. These 
aspirations were solidified in the 2016-2021 
IDP. These plans are executed on an annual 
basis through the SDBIP, which is informed by 
the annual Cod priority programmes. 


Eskom 


City Power 


To deliver on our core mandate, to provide 
reliable supply of energy to the CoJ with a 
focus on quality and at affordable transparent 
rates we determined our business model with inputs, business activities, outputs and outcomes in parallel to these objective. We 
ensure the sustainability of our business through the achievement of certain, agreed to financial, social and environmental goals. 


On page 42 we demonstrate the value creation process of our business model over time in support of the CoJ’s strategy. We use 
a multi-capital approach to demonstrate that our strategy is delivering not only the outputs, but the outcomes we were aiming for. 
Our business model is developed and executed by the Board, EXCO, Management and the entire City Power workforce, in 
cooperation with CoJ to ensure alignment with all stakeholders’ expectations. 
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1.9. Our Relationships 


It is a constitutional mandate for the CoJ to ensure that all households have adequate access to basic services. City Power is 
responsible for providing one of the most critical services within the CoJ, within the Sustainable Services Cluster. It is imperative 
that City Power takes note of its relevance and relationships within the three tiers of Government. 


National Government 


* South Africa is governed through a three-tier system of government, which comprises National Government, Provincial 
Government and Local/Municipal Government. The long-term strategic plan of the country influences the long-term planning at 
Provincial level, and this in turn shapes the long-term strategic plans for municipalities. The municipal plans inform and drive 
the short-, medium- and long-term plans of municipal departments and municipal-owned entities, including City Power. 

* The South African National Government has adopted the NDP 2030 as the country’s long-term strategic plan. This plan has 
three main outcomes, to be achieved by the year 2030, namely Eradication of Poverty, Reduction of Inequality, and Job 
Creation. These three outcomes are founded on the pillars of Capabilities/Quality of Life, Economy, Capable State and Active 
Citizenry. 


Provincial Government 


* The Gauteng Provincial Government has adopted the GTG 2030 Plan to drive and integrate all the programmes that will lead 
to a Gauteng City-Region that reflects “A smart, seamlessly integrated, socially cohesive, economically inclusive City-Region 
at the cutting edge of new Africa’s industrialisation”, which will meet the needs of the citizens and other stakeholders in this 
region. 


Local Government 


* The CoJ long-term strategic plan is the Growth and Development Strategy (GDS) 2040, and this plan is informed and shaped 
by the NDP 2030 and the GGT 2030. The GDS 2040 has four main outcomes that lead to key outputs that are linked to each 
of the outcomes. 

« The IDP is derived from the GDS 2040, and it also incorporates input that is gathered from various stakeholders of the City 
through the IDP consultation process. The City’s departments and MOEs are tasked with contributing to the GDS 2040 
outcomes through their strategic programmes, projects and initiatives. 


1.10. The Landscape We Operate In 


The Energy Sector 


The energy sector is undergoing significant change, both domestically and globally. These changes have the potential to create 
both risks and opportunities for City Power. It also necessitates a review of our business model and service offering. 


One of the strategic objectives of City Power which is already underway is the process of diversifying its own energy mix to reduce 
over-reliance on Eskom and reduce the costs associated with the current Kelvin contract. Kelvin remains a strategic partner to 
stabilise the City Power network in the Eastern Region of the CouJ. In this regard, the negotiation of the contract extension for 
Kelvin is an important partnership to City Power. 


Demographics, Economic Growth and Population 


Provision of basic services to the community of Johannesburg is comparatively high with the majority of households (both formal 
and informal) enjoying access to piped water (98.5%), sanitation (95.8%), and electricity (>90%). There has been a marked 
growth in the number of informal settlements in Johannesburg in recent years. Furthermore, the City has been experiencing high 
population growth and migration; and these have seen the number of households in the City increasing by an average annual 
rate of 3% in the 2006 to 2016 decade. As the number of households increase, the demand for electricity and energy increases, 


and City Power and the City need to continue to find innovative solutions to ensure that all these households receive the required 7 


electricity and energy supply. 
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The most impactful factor, both internally and externally, has been the unprecedented restrictions on how the world operates, and 
how City Power maintains business continuity in the COVID-19 period and beyond. COVID-19 has presented new challenges 


which necessitated a review of the way we were doing business and to establish what alternative ways we can embark on or 
pursue to achieve better outcomes. The impact of COVID-19 has found expression on various areas of our Business Plan and 
necessary adjustments have been made to reflect the future impact. 


Electricity! 89.80% 163,200 10.20% 


Table 2: Electricity backlog within the CoJ 


According to the General Housing Survey of 2016 by STATS SA, 1.44 million (89.90%) households have electricity which they 
use for multiple purposes, while 7,000 (1.69%) households have electricity for lighting only. These figures include households that 
use solar or alternative energy sources. However, 163,200 households (10.2%) have no electrical connection. On average this 
figure has increased at 1.96% per year since 2006. Although access to electricity in the CoJ is relatively as high (>90%), the City 
is currently not able to achieve its access target of 97% as a result of the continuous population growth in the region. Further 
research on the demographic makeup of the population growth will enable better planning of services, and it will also enable City 
Power to identify possible areas of additional revenues. 


Challenges Related to Decline in Revenue 


Over recent years, City Power has experienced challenges associated with the decline in revenue figures. The key drivers of the 
financial distress and their impacts are: 


* Purchase price fluctuations between City Power and Eskom; 
¢ Anincrease in non-technical losses; 

¢ Above inflation cost increases and higher capex requirement; 
* Fragmented revenue value chain; and 

« Data inaccuracies. 


The indication from the 2018 General Housing Survey reveals that there are now 1.85 million households in Johannesburg, this is 
mainly as a result of migration to Johannesburg as the economic hub of the country, and to a large extent, of the continent as well. 
Investments in infrastructure maintenance, refurbishment and expansion need to be fast-tracked in order to mitigate any possible 
infrastructure backlogs that may have an adverse impact on the ability by the City to provide energy services. Informal settlements 
require special focus since these settlements have been growing in recent years, and this may continue as the movement of 
people to the major urban centres such as Johannesburg is set to continue in the foreseeable future. The CoJ and City Power will 
continue to work in close collaboration, in order to be proactively responsive to the needs and expectations of our communities. 


Our response 
To address these external and internal impacting factors as well as the challenges we experience we continue to focus on 
executing our 2022 strategy. Its focus is to ensure that the company is sustainable operationally, functionally and is resilient. The 
VUCA Strategy is implemented through key strategic objectives which we pursued in the 2020/21 financial year. 
Our Response 

On page 48 we demonstrate our VUCA Straetegy and strategic objectives 
We continue to support the CoJ in delivering much-needed services such as electrification of 2,500 households in informal 
settlements and provision of about 600 public lighting, installations especially in under-serviced communities. We focused on fast- 
tracking investments in infrastructure maintenance, refurbishment and expansion in order to mitigate any possible infrastructure 


” : ; Some of the key priorities that our Management focus on include: 
backlogs that may have an adverse impact on the ability by the City to provide energy services. 


Strategic collaboration for funding and energy delivery to finance the capital projects for the energy mix, including 
off-balance-sheet capital financing mechanisms (e.g. power purchase agreements, public private partnerships, etc); 
Continuing with high impact initiatives to address liquidity challenges and improve the financial situation; 


Read more on our interventions on page 50 


1.11. Our internal and External Environment and Our Response Ensuring that the company becomes sustainable, is smart grid enabled, customer centric with engaged and skilled employees 
and is an ethical organisation; 
We consider internal and external factors that have an impact or are affected by the City Power business. Reviewing the organisational design to ensure more efficiencies to deliver on the new challenges introduced by market 


dynamics and shareholder priorities; and 
The key external factors that are considered include: Governance, to monitor and track implementation of the plan through KPIs. 


¢ The unbundling of Eskom which has a significant impact on City Power’s energy mix strategy, tariff model and purchasing 


cost given that there could be more energy generation players in the industry; While energy is key to unlocking the economic and socio-economic development objectives, unchecked coal-based consumption 
* The Integrated Resource Plan; will increase carbon and energy intensity, thus threatening economic and environmental sustainability and the quality of living 
* The changing energy landscape in the country; within the City. 
* The economic downturn; and . 


¢ The change in political leadership at the CoJ. 
The internal factors that impact on our business include: 


* The ageing network; a 
¢ Limited funding for Opex and Capex; 

¢ Financial pressures on the sustainability of the business; 

* Review of the business model; and 

e Leadership and human resource considerations. 


‘Source: IHS Markit Regional eXplorer version 1277 
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Transitioning to Energy Services 


We are also embarking on a strategic shift towards establishing City Power as an energy company, as opposed to the old and 
traditional function of being an electricity distributor. City Power has commenced with plans to transition its business model 
towards being an energy company. 


The drivers for the change are: 


Increasing and securing the supply of energy; 

acquiring electricity from renewable and alternative sources; 

reducing greenhouse gas emissions; and 

strategic use of a mix of technologies and energy sources to achieve goals. 


The above has to be done while: 


Contributing towards economic recovery and job creation in the midst of COVID-19; 

reducing the burden of cost on the consumer; 

balancing the financial sustainability of the business, delivery of services and shareholder requirements and expectations; and 
adopting and implementing “Smart City’ initiatives as part of the City Power Smart Utility intervention, while ensuring integration 
with other City departments and entities. 


Our Compliance and Regulatory Universe 
Summary of the significant frameworks applied in our day-to-day operations, our decision making, our governance and reporting 


¢ Basic Conditions of Employment Act 

¢ Broad-Based Black Economic Empowerment Act 

* Companies Act 

* Compensation for Occupational Injuries and Diseases Act, 

* Construction Industry Development Board (CIDB) Act 

* Directive IRO COVID-19 Occupational Health and Safety Measures in Workplaces 

* Disaster Management Act, 57 of 2002. 

* Discussion papers issued by the South African Integrated Reporting Committee and the International Integrated Reporting 
Council 

¢ Electricity Regulation Act, 4 of 2006 

« Employment Equity Act 

¢ Facilities Regulations issued in terms of OHSA 

« General Recognised Accounting Principles 

* General Safety Regulations published under OHSA 

* Income Tax Act 

« International Financial Reporting Standards 

* King IV code on Corporate Governance? 

¢ Labour Relations Act 

¢ Municipal Finance Management Act 

« Municipal Supply Chain Management Regulations 

¢ Municipal Systems Act 

« National Energy Regulator of South Africa (NERSA’s NRS 047, NRS 048 and NRS 057 Standards) 

¢ National Environmental Management Act 

¢ National Health Act 

¢ National Treasury Circular 

« National Treasury Regulations 

* Occupational Health and Safety Act 

¢ Preferential Procurement Policy Framework Act 


* Promotion of Access to Information Act 
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* Protected Disclosure Act 


Johurs 


* Protection of Personal Information Act 

« Regulations in terms of section 27(2) of the Disaster Management Act 
* Regulations relating to Protection 

¢ Skills Development Levy Act 

« South African Grid Code — The Metering Code 

*« The Constitution of the Republic of South Africa 

* The Environmental Regulations issued in terms of OHSA 

* Value Added Tax Act 


2“The King IV Report on Corporate Governance for South Africa 2016, Copyright and trademarks are owned by the Institute of Directors in Southern Africa” 
and the loDSA website link is: http://www.iodsa.co.za/?page=AboutKinglV 


Our Response 


We are committed to the establishment of a workplace environment that is characterised by compliance to relevant Legislation, 
Regulations, By-Laws of the City of Johannesburg and City Power Policies. Compliance is an imperative issue for consideration 
taking into cognisance section 214 of the Companies Act No. 71 of 2008, which explicitly prohibits false statements, reckless 
conduct and non-compliance by companies. Consideration of compliance is further imperative to maintain a good reputation and 
a high level of corporate governance practice. 


Compliance by City Power relates to the attainment of strategic objectives in terms of the VUCA strategy, and the management of 
operations within the legislative and regulatory framework. High levels of compliance influence complete alignment to principles 
of corporate governance and conducting business in a responsible and accountable manner. It also influences the way we report 
and transparency about our performance over time. 
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1.12. Responding to Our Stakeholders 


We understand that our stakeholders are those parties that have an interest in our organisation and can either affect or be affected 
by the decisions taken by or performance of City Power. We know that the successful achievement our objectives depends on 
building trust between us and our stakeholders. To enable this we identified our key stakeholders, what matters most to them and 


their interests, our communication objectives as it relates to them and how we will measure successful engagement. 


Domestic Customers 


*Reliable and affordable 
electricity supply at all times 


*Improve relations with 
customers 


*Customer satisfaction surveys 


Employees 


*Cross-functional employee 
engagement and knowledge 
sharing 


*Being fairly remunerated for 
their service and commitment 


*Career development aligned to 
business growth 


*To understand the 
impact of our work and 
support our strategy in 
order to always deliver 
a high service 
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“Employee satisfaction surveys 


*Feedback from customer 
engagements and correspondence 


Business Customers 


*Reliable and affordable 
electricity supply 


*Improve relations with 
customers 


*Customer satisfaction surveys 


*Partner with Business 
Communities 


*Feedback from customer 
engagements and correspondence 


Employees at the 
CoJ 


*Being informed of key business 
activities and changes 


*Simplified and consistent 
internal communication 


*Equipping them with the 
necessary tools of trade to cater 
to customers 


*Improve relations with 
CoJ 


“Feedback from engagements and 
correspondence 


Key Customers 


*Reliable and affordable 
electricity supply. Introduction of 
green energy 


*Improve relations with 
customers 


*Customer satisfaction surveys 


*Introduction of other sources of 
energy 


*Recognition and respect 


*Accurate billing 


“Working meters 


*Partner with Key 
Customers 


*Feedback from customer 
engagements and correspondence 


Labour Unions 


*Protection of employee rights 


*Partner with labour 
unions 


*Employee satisfaction surveys 


*Representing employees 
in disciplinary hearings. 
Representing employees in 
management forums 


*Improve relations with 
labour unions 


*Partner with CoJ 
communities 


“Feedback from labour meetings and 
correspondence 


Resellers of 
Electricity 


*Reliable electricity supply 


*Improve relations with 
resellers of power 


*Affordable electricity supply 


“Working electricity meters 


*Recognition 


*Partner with resellers 
of power 


*Feedback from resellers forums and 
correspondence 


Communities 


*Reliable electricity supply at all 
times 


*Partner with 
communities 


*Educate communities 


*Manage relations with 
Communities 


*Feedback from community meetings 
and correspondence 


Civic Organisation 


*Being recognised as a 
legitimate body in a community. 
Influencing service delivery 


*Influencing the project 
implementation 


*Acceptance 


*Partner with Civic 
Organisations 


*Feedback from community meetings 
and correspondence 


CoJ Regional 
Directors 


Office of the Mayor 


*That customers and 
communities receive reliable 
and affordable electricity supply 


*Inform RDs about 
project in their regions 


*That communities are informed 
about all projects that City 
Power is doing in the regions 


*That employment and business 
opportunities are made 
available and accessible to 
the residents 


*That City Power delivers on the 


*Partner with RDs 


*Feedback from Regional Directors 
meetings and correspondence 


CoJ Communities 


“That City Power communicates 
with its stakeholders. That City 
Power is supported in achieving 
the objective 


*Improve relations with 
CoJ 


*Feedback from community meetings 
and correspondence 


and the MMC IDP promises *Key stakeholders 
That service delivery promises to understand the “Feedback from Management 
are achieved impact of our work and | meetings and correspondence 
*That City Power delivers on its SUPPOFE CUrStatedy 
mandate 
*Reliable and affordable 
Business electricity supply *Partner with Business | “Feedback from engagements and 


Organisations 


*Accurate billing 


*Recognition 


Communities 


correspondence 


Media 


*Information 


*Improve relations with 
the Media 


*Feedback from media statements 
and correspondence 


Kelvin Power Station 


*That the power supply 
agreement with City Power is 
maintained 


*Partner with Kelvin 
Power Station 


*Improve relations with 
Kelvin Power Station 


*Feedback from meetings and 
correspondence 


*News 


*New developments 


Eskom 


*That the power supply 
agreement is maintained for as 
long as possible. That there is 
no load shedding 


*Partner with Eskom 


*Improve relations with 
Eskom 


“Feedback from meetings and 
correspondence 


Board of Directors 


“Business viability 


*Key stakeholders to 
understand the impact 
of our work and support 
our strategy 


*Feedback from strategic stakeholders 
and decision makers and 
correspondence 
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National Electricity 
Regulator South 
Africa 


*That electricity is supplied to 
communities 


*That City Power adheres to 
license conditions 


*That electricity is affordable and 
accessible to all South Africans 


*Key stakeholders 
to understand the 
impact of our work and 
support our strategy 


“Feedback from meetings and 
correspondence 
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SABS 


*That safe and reliable electricity 
is supplied 


*Key stakeholders 
to understand the 
impact of our work and 
support our strategy 


*Feedback from meetings and 
correspondence 


Ward Councillors 


*Reliable and affordable 
electricity 


*Job opportunities for their 
constituencies 


*Inform Ward 
Councillors about CP 


*Business opportunities for their 
constituencies 


projects 


*Free basic electricity 


*Feedback from ward meetings and 
correspondence 


*Victory in elections 


*Partner with Ward 
Councillors 


Business Forums 


*Reliable and affordable 
electricity supply for their 
members 


*Partner with Business 
Forums 


*Positive relations with City 
Power and the CoJ 


*Feedback from forum engagements 
and correspondence 


Board of Directors 


“Business viability 


*Key stakeholders 
to understand the 
impact of our work and 


*Feedback from strategic stakeholders 
and decision makers and 


support our strategy polnespondence 
Table 3: Key Stakeholder Communication Objectives and interest in the [AR 
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Stakeholder Communication 


City Power developed a Communication Strategy, which aims to increase the visibility and positioning of City Power as an energy 
distribution company. It strives for a more approachable tone in all communications to make our messages more understandable 
and attractive to the targeted audiences and to increase our engagement with mainstream media and key stakeholders, while 
encouraging employee advocacy and involvement. 


We identified the following communication priorities: 


PRIORITIES 


Figure 3: Communication Priorities 


EXTERNAL STAKEHOLDER RELATIONS 


Implement a City Power call centre to improve customer communication 


Increase visibility in communities and amongst strategic stakeholders such as business customers, Ward Councilors, 
Civic bodies and Regional Directors 
Improve customer walk-in centres 


INTERNAL COMMUNICATIONS 
Elo * Enhance change management and communications interventions with regards to business 
OQ) and leadership changes 
+ Manage information flow from the Board of Directors, the Executive Management and to all employees. 


¢ Reintroduce internal publications 


MEDIA RELATIONS 

« Improve relationships with the media 

* Resource, train and improve our social media personnel 

* Implement City Power’s own reputation measurement tools 

* Implement advertorials and infomercials on behalf of the business 


* Identify and collaborate with third-party endorsers 


CAPITAL PROJECTS COMMUNICATIONS AND MAINTENANCE 


* Communicate all capital projects taking place in various communities 

* Educate customers and communities about the impact of the projects on their lives 

* Educate customers and communities about the need to remove illegal connections 
as well as the impact of theft and vandalism on service delivery 


@) EXHIBITIONS AND COMMUNITY SOCIAL INVESTMENTS 
cS) * Increase participation in the industry and City’s exhibitions 
(S) * Increase involvement and participation in community upliftment projects 
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Our stakeholders are segmented into groups as indicated below and communication messages are delivered through four areas 
of focus: Involve, Cooperate, Consult and Inform. 


INVOLVE 


In involving an audience, we want to raise interest and achieve a change in their behaviour. Involvement would typically be 
the goal if the audience has a high impact but a low level of awareness — such audiences may include members of the CoJ 
community and our customers. The work requires proactive and often resource-intensive activities, for example, face-to-face 
meetings and targeted materials. 


COOPERATE 


Cooperation means working together with the target audience towards common objectives and mutual benefits. It is also 
driven by the interest of target audiences that have a high level of interest in our work and a high impact. For City Power, 
such audiences include the Shareholder, with whom we can cooperate on joint communication campaigns and projects, 
including joint events and the production of communication materials. 


CONSULT 


Consultation aims at receiving feedback from the target audience — for example, to invite input to our public consultations 
or feedback on our activities. The consulted audiences have a high level of awareness but the level of impact on our 

work varies depending on the type of consultation activity, and include, for example, contractors, research institutions and 
academia. 


INFORM 


Informing is about spreading information about City Power and its work to wide and varied audiences through, for example, 
websites, newsletters and social media. 


Figure 4: Communication Delivery Methods 
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Measuring Success of Our Communication 


QUANTITATIVE QUALITATIVE 


— e.g. feedback from events and joint projects, 
stakeholder surveys, web user surveys, readership 
surveys, employee surveys. 


— e.g. website visits, media and social media 
coverage, the number of social media followers, 
event participants, video downloads, newsletter 
readers. 


WEEKLY 


+ Number of positive 
statements communicated 

to customers through media 
Number of positive messages 
communicated to 

customers via social media 
Number of positive statements 
communicated to customers via the 
Call Centre 

Number of social media followers 


MONTHLY ANNUALLY 


+ Reputation measurement 
+ Number of social media followers 
against the month before 


+ Reputation, measurement 

+ Number of social media followers 
versus the year before 

* Customer satisfaction survey 


We will continuously set goals for our communications activities and monitor our success in reaching these goals. The regular feedback received will be 
examined against the communications objectives, and enable us to adapt to changing needs, revisit our approach if needed and increase the impact of 
our work. The monitoring is to be both quantitative and qualitative. 


The feedback on our events will be collected immediately after each event. We will also systematically collect lessons learnt from campaigns and 
projects through feedback and meetings, using the learnings to improve our work. 


Figure 5: Communication Success Barometer 
Public Participation and Accountability 


In the financial year 2020/21, we collaborated with CoJ to resolve customer queries through the regional Open Days, which were 
organised and hosted by the Shareholder. Educational campaigns were done at the public meetings. 


The table below outlines the community engagements successfully hosted by City Power and other stakeholders in CoJ: 


Event Safety and Security Planning Committee (ESSPC) 

Joint Operations Committee (JOC) 30 
Kleena Joburg (120 days Mayoral) 30 
Visible Service Delivery (VSD) 130 
Public Meeting 56 
Councillor Forums 49 
Conflict Management (community protests) 


Table 4: Successful Community Engagements 
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The customer satisfaction survey was not conducted in the financial year 2020/21. City Power will collaborate with CoJ to ensure 
that a survey is conducted in the financial year 2021/22 to establish public sentiment with a view to improve the customer 


experience. 


In the next financial year, City Power aims to successfully host the below engagements: 


Mayoral service delivery programme 
MMC Kleena Joburg programme 


Board service delivery visit 
MMC service delivery visit 


Customer and public education 
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CITY POWER 


1.13 OUR VALUE CREATION OVER TIME 


At the heart of City Power is our business model, designed to deliver value to our customers 
and other stakeholders today and into the future. 


OUR CAPITALS GOOCH SER OCOOCUS COGS EUNOOC GO 
FINANCIAL CAPITAL 


* Total assets — R19.7 billion 

* Total equity — R4.6 billion 

* Cash in bank — R567 million 

* Net cash from operating activities — R328 million 

¢ Net cash used in investing activities — (R785 million) 
* Net cash from financing activities — R759 million 


MISSION AND VISION 


GOVERNANCE sereseceseesess > GOVERNANCE 


OUR PURPOSE 

* To contribute positively to 
the GDS 2040 objective 
of creating a liveable, 
resilient and sustainable 


INTELLECTUAL CAPITAL RISKS AND STRATEGY AND Johannesburg 
: OPPORTUNITIES RESOURCE ALLOCATION 
* National Development Plan 2013 
* Growing Gauteng Together 2030 
* Growth and Development Strategy 2040 
* Integrated Development Power Business Plan 
* VUCA 2022 Strategy OUR BUSINESS MODEL -«««---eeeeeccecceee scccccccceeees B OUR BUSINESS MODEL 


* City Power Business Plan 


SOCIAL AND RELATIONSHIP CAPITAL 

* An empowering and engaging leadership team 
with heart 

« Acustomer-centric organisation that goes 
beyond its customer expectations 

¢ Undertaking our business in an environmentally 
acceptable manner 


INPUTS 


i _\ st wu 
| BUSINESS | 7, a. % 
© ACTIVITIES | 2. OUTPUTS ed KEY RISKS J 
. 4 _d Tm —_— 

+ Energy mix received from 


service providers 
PERFORMANCE + Multiway energy 
balancing and facilitation 


INPUTS TO CREATE 
SUSTAINABLE VALUE 


HUMAN CAPITAL 


« An employer of choice that embraces diversity, 
attracts and retains the best talent in the market 


OUTLOOK 


MANUFACTURED CAPITAL 


+ Asmart and technology-enabled organisation 

* Areliable, financially sustainable and profitable 
energy provider that not only relies on electricity 
but also on other energy sources 


cg 


NATURAL CAPITAL 
* Electricity 


EXTERNAL ENVIRONMENT 


Value creation (preservation, diminution) over time 


OUR STRATEGY 


* Our strategy is influenced by a Volatile, Uncertain, Complex, 
Ambiguous (VUCA) environment 
* Our VUCA Strategy aims to ensure that City Power 


THE VALUES THAT 
CONNECT US 


Service delivery with integrity 


(#3 


seed 


ee) becomes a financially sustainable business, a smart utility, 
Sei customer centric with engaged and skilled employees 
eliable 


* The foundational elements of the journey are mainly around 
Respectful people, effective governance and system stabilisation 
7 STRATEGIC OBJECTIVES: A CUSTOMER-CENTRIC 
ORGANISATION 


. Improve, stabilise and sustain a positive financial position 
2. Establish City Power’s own energy generation capacity and 
capability 

3. Strategic collaboration for funding and energy delivery 

4. Develop and maintain a reliable network infrastructure asset 
5. Atechnology and innovation driven organisation 
6 
it, 


OUR CULTURE 


Re-imagining what it means to be 
productive and developing a capacity 

model that derives the most value from our 
employees, consultants and contractors 


. Sustainability of the business 
. Ahigh-performing organisation through its people 
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OUR VISION 


To be “A World Class 
Energy Utility”. 

This vision is aligned 
to the vision of our 
shareholder, the City 
of Johannesburg 


CORE BUSINESS 
ACTIVITIES 


Infrastructure installation, 
operation, maintenance 
and management 
Network strengthening 
Energy management and 
provision 

Customer connection 
sales and management 
Revenue management 
Metering and accurate 
billing 

Cost management 
Enterprise supplier 
development 


PRIORITIES TO 


PRESERVE AND SUSTAIN 


VALUE 


Business model and 
service offering review 
Turnaround program 
Exploring additional 
revenue streams 
Revenue enhancement 
Network performance 
improvement 

Energy mix initiative 
Improved collections 
Organisation redesign 
Create capacity, 
competency and a smart 
workforce 

Protection of employee 
health and wellbeing 
Digital optimisation 
Stakeholder engagement 
Supporting the Informal 
Economy, SMMEs and 
Entrepreneurship 
Enterprise supplier 
development governance 
Skills development 


CITY POWER 


OUR MISSION 


To meet the expectations of our customers and 


stakeholders by: 


* Providing sustainable, quality, affordable, safe and 


reliable energy supply 


Johurs 


a world class african city 


City Power 


Johannesburg 


We are committed to provide all stakeholders with excellent service in the delivery of our product and service offering. Our approach 
to doing business enables all stakeholders to have a full appreciation of our value-add in the supply of energy. 


OUR GOAL 


To become a financially sustainable 


business, a smart utility, customer 


centric with engaged and skilled 


employees 


* Providing prompt and efficient customer services 

+ Being the preferred equal opportunity employer 
by developing and incentivising our employees 

+ Undertaking our business in an environmentally 


acceptable manner 


(@) 


OUTPUTS 


Providing all stakeholders 
with excellent service 

A performing electricity 
network that guarantees 
sustainable living and 
provides enabling 
support that drives 
economic growth 

An energy provider 

of choice 
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OUTCOMES OF ACTIVITIES 


Management of assets 

in a cost-effective and 

sustainable manner 

Continuous access to 

electricity and other energy 

supply for citizens of 

Johannesburg 

Acceptable quality 

Reliable standards 

affordable, transparent 

rates 

Improvement of safety and 

quality of life of citizens 

Appropriate staffing and 

optimal use of workforce 

Partnerships with SETA 

accredited learning 

institutions 

COVID-19 counseling, 

vaccine program and work 

from home policy where 
possible 

Exceeded the target on: 

— Percentage of its 
procurement spend on 
suppliers that are 51% 
black-owned 

— Percentage of its 
procurement spend on 
suppliers that are 30% 
black-women-owned; 
and 

— Percentage of its 
procurement spend 
suppliers that are 51% 
owned by black people 
with disabilities and 
black military veterans 

Promotion of social 

transformation 
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KEY RISKS 


Insufficient funds to meet 
financial obligations in 
the short term due to 
revenue decline and 
cash flow 

Reduction of non- 
technical losses may not 
be realised 

Escalation of theft and 
vandalism 

Inability to implement 
refurbishment, asset 
renewal and expansion 
Increase in outages 

and poor technical 
performance due to 
network unavailability 
and equipment failure 
Failure to capitalise on 
new market opportunities 
Unethical business 
practices 
Non-compliance to 
legislation and company 
policies 

Insufficient capability, 
capacity and commitment 
to deliver on the 
organisational mandate 
Cyber security 


The Top Opportunities 


* Rising emerging markets’ energy demands (including poverty reduction and access to power) 

* Acquisitions or alliances to gain new capabilities (including growing skillset of the employees) 

¢ Growth in energy and ancillary services markets (including sustainable jobs) 

¢ Enhancing relationships with external regulatory and compliance bodies 

* Improving public perceptions (including customer control) 

¢ Increased focus on investor relations programmes and communications (including security of supply to drive investor appetite) 

¢ Integration of distributed energy resources (including necessity to innovate) 

¢ Increased investment in generation capacity and delivery infrastructure in emerging markets (including security of supply and 
network investment) 

* Rising energy innovation in emerging markets, and leveraging on the IRP 2019 plan on renewable energy sources 

¢ Eskom Unbundling and possible increasing role of municipalities in the electricity value chain 


Dependencies 


1 Housing Department (local and Infrastructure Coordination Alignment of electrification with 
povincial) Committee (ICC) housing master plan 

2 Provision of grant funding for Electrification and public lighting Sourcing of funding from DE &MIG 
electrification and public lighting from DOE and DPLG by City Power 

3 Approval environmental impact Gauteng Department of Agriculture | Compliance with the environmental 


assessment for infrastructure projects GDACE impact Assessment (EIA) act 


Processing of way leaves prior to 


4 Wayleave application JRA project execution 


Participate in the commenting 
Township Planning department process for township establishment 
(compliance to turnaround times) 


Approval of township establishment/ 
subdivision 


Table 5: Dependency Matrix 


City Power’s success will be significantly affected by risks, opportunities and dependencies. In order to respond to the risks, 
opportunities and dependencies the company is reviewing is it’s business model by transitioning to being an energy company. 


Strategy and Resource Allocation - A Focus on Transition 

We continue to focus on executing our VUCA Strategy against the backdrop of the landscape we operate in, which includes 
challenges impacting our performance that are internal and external factors. The initiatives that are beginning to emerge from the 
ongoing strategy execution will be pursued over the short, medium and long term. This will ensure that timely and appropriate 
strategic decisions are made to catalyse opportunities that will improve our sustainability and resilience, and also benefit the 


energy sector. 


Consequently, our turnaround plan remains the key enabler that must be successfully delivered so that we can pursue a trajectory 
of becoming an energy company. 


Read more on our Turnaround Plan on page 50 
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What Informs Our Strategy 


The CoJ as the Shareholder has provided a clear directive with regards to shareholder expectations, and this is articulated in the 
GDS 2040 and this is linked to the Gauteng Province’s Growing Gauteng Together (GGT) 2030 strategy, which in turn is informed 
by the country’s National Development Plan (NDP) 2030. The GDS 2040 is unpacked in more clarity in the GLU Strategic Priorities. 


City Power has articulated its strategic imperatives through the VUCA Strategy, which is constituted by the CoJ vision to support 
the City’s Priorities and Programmes while ensuring the sustainability of the organisation, taking into account the ever-changing 
environment of the South African energy and technological landscapes. 


The VUCA Strategy is underpinned by seven supporting and complementary strategic objectives, while taking into account all the 
relevant factors that affect and are affected by our operations, both in the industry and our country. 


City Power Business Plan 

VUCA 2022 Strategy 

Government of Local Unity 

Integrated Development Plan 

Growth and Development Strategy 2040 
Growing Gauteng Together 2030 Plan 


National Development Plan 2030 


Figure 6: Alignment of National, Provincial, CoJ and City Power Strategies and Priorities 
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GDS 2040 Alignment to City Power Objectives 


Improved quality of life and 1. Improve, stabilise and sustain a positive financial position 


IDP Priorities and City Power Alignment 


development-driven resilience for all 


. Establish City Power’s own energy generation capability and capacity to reduce 


over-reliance on Eskom and Kelvin 


. Strategic collaborations for funding and energy delivery 

. Develop and maintain a reliable network infrastructure asset 
. Atechnology and innovation-driven organisation 

. Sustainability of the business 


Provide a resilient, liveable, 
sustainable urban environment — 
underpinned by smart infrastructure 
supportive of a low carbon economy 


. Establish City Power’s own energy generation capability and capacity to reduce 


over-reliance on Eskom and Kelvin 


. Develop and maintain a reliable network infrastructure asset 
. Atechnology and innovation-driven organisation 
. Sustainability of the business 


An inclusive, job-intensive, resilient, 
competitive and smart economy that 
harnesses the potential of citizens 


A high-performing metropolitan 
government that proactively 
contributes to and builds a 
sustainable, socially inclusive, locally 
integrated and globally competitive 


-|RWRND 


NMNA|RWPD 


Gauteng City-Region 


. Establish City Power’s own energy generation capability and capacity to reduce 


over-reliance on Eskom and Kelvin 


. Strategic collaborations for funding and energy delivery 
. Atechnology and innovation-driven organisation 
. Sustainability of the business 


. Sustainability of the business 
. Ahigh performing organisation through its people 


Table 6: Aligning GDS 2040 to City Power Objectives 
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Financial sustainability 


Improve, stabilise and 
sustain a positive financial 
position 


Percentage total electricity losses 


Revenue, 
completeness and 


Percentage increased revenue recovery 
from sales 


assurance 


Percentage reduction in non-technical 
losses 


Percentage gross margin 


Percentage spent on operating budget 
against approved operating budget 


Percentage spent on capital budget 
against approved capital budget 


Good governance 


Informal economy, SMME 
and entrepreneurial 
support 


Building safer 
communities 


Sustainability of the business 


Develop and maintain 
a reliable network 
infrastructure asset 


Percentage spent on repairs and 
maintenance to property, plant and 
equipment. 


Business and 


Percentage achievement of Service-Level 
Standards (SLS) 


financial 


AGSA audit opinion 


sustainability 


Percentage compliance with relevant 
legislation and policy prescripts 


Percentage valid invoices paid within 
30 days 


Percentage resolution of audit findings 


Percentage of the strategic risks’ 
management action plans implemented. 


Number of SMMEs supported by the City 


EPWP job opportunities created 


Number of public lights installed 


Number of substations upgraded/ 
developed 


Kilometres of electricity cables installed 


Number of units (structures) in informal 
settlements with access to electricity 


Number of dwellings provided with 
connections to mains electricity supply by 
the municipality 


Security of supply 
and network stability 


Customer Average Interruption Duration 
Index 


Percentage of planned maintenance 
performed 


System Average Interruption Frequency 
Index 


System Average Interruption Duration 
Index 


Customer Average Interruption Frequency 
Index 


Employment creation, 
investment attraction and 
retention 


A high-performing 
organisation through its 
people 


Driven through 
people, process 
and system 


Employment equity ratio (EE; GE; PWD) 


stabilisation 
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Green and blue economy | Establish City Power's own Tons CO2 offset in greenhouse gas 
energy generation capability emissions 

and capacity to reduce 
over-reliance on Eskom and 


Kelvin 
Smart city and Innovation | Strategic collaboration for Simareuullty Installed capacity of approved embedded 
funding and energy delivery generators on the municipal distribution 
network 
A technology and innovation- Percentage protection against cyberattack 


driven organisation 


Table 7: Aligning IDP Priorities, CP Objectives and VUCA Strategy 
Read more on our response to these KPIs on page 132 
Refer to page 48 to read more on our VUCA Strategy and page 48 for our key interventions 


In the 2020/21 financial year, City Power’s overall performance was rated as 42.42%. This underperformance is mainly attributable 
to financial governance and service delivery indicators. The company also has challenges of outages, as well as theft and 
vandalism. 


The IDP stipulates the corrective actions that are to be taken to ensure that strategic objectives are achieved. 


Explaining our VUCA strategy 


VOLATILE 


(AN THE FOCUS . THE AIM 
UNCERTAIN NEY * Understanding the sustainability game plan i * Driven through people, process and system 
AAK 


* Regaining customer confidence stabilisation 

¢ Making our people more agile Revenue completeness and assurance 
COMPLEX Security of supply and network stability 
Business and financial sustainability 


Smart utility 


AMBIGUITY 


Figure 7: Explaining our VUCA strategy 


The VUCA Strategy uses incremental and progressive attainment of key milestones at different time periods. Perhaps more 
critically, the approach ensures that milestones that have been achieved are embedded and operationalised within the organisation 
in order to sustain the gains, and to ensure that what is achieved is maintained and sustained. The delivery of the VUCA Strategy 
requires continuous monitoring, adjustment and realignment in order for it to remain relevant and responsive to City Power’s 
internal and external environments. 


City Power operates in an environment that is beset with often conflicting and complex priorities as well as expectations from a 
variety of stakeholders. The situation is exacerbated by resource constraints and the need to do more with less. All these place 
a demand on City Power to have clear and precise outcomes in mind. To this effect, we formulate strategic objectives as the 
foundation upon which the VUCA Strategy is executed. 
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The seven strategic objectives that inform our strategy and operations are executed in the short, medium and long term: 


Objective 1 Revenue Completeness and Business and Financial 
and 6 Assurance Sustainability 
*« Smart meter installations are | « Refurbished plant 
done * Guaranteed plant capacity 
« — Visible public lighting « Smart City Power 
« Adherence to NRS Service ¢ Meaningful economic 
Standards transformation achieved 
* Metering collection targets 
achieved 


« — ICT strategy prepaid 
conversion done 


Objective 2, 3 Smart Utility 
and 5 * Smart renewable energy 
trading 
* — Smart grid 


* Smart plant 

* Smart meter vending and 
billing 

. Happy customer 


Objective 4 Security of Supply and Network 
Stability 
° Preventative maintenance ‘as 
the norm’ 
¢ Access to services in informal 
settlements 


* — Revised funding model 

. Cost reflective tariff 

° Minimal technical losses and 
non-technical losses 

¢ — Visible public lighting 

* — Stable network 

« — Alternative energy player 


Objective 7 Foundation - Driven Through 

People, Process and System 

Stabilisation 

* Empowered leadership lead 
the change agenda 

* Competent staff driving 
results 

* Staff engaged and aligned to 
the City Power Way 

* Processes are standardised 
and optimal 

* — Effective governance 

* — Risk and business intelligent 
organisation 


Table 8: Our Strategic Objectives Over Time 


The strategic objectives crystalise the VUCA Strategy into actionable goals which are pursued through a mixture of operations, 
projects, programmes and other supportive initiatives in the short, medium and long term as demonstrated from page 50-54. 


The achievement of the VUCA Strategy and its strategic objectives is dependent on availability of all resources that are required 
to ensure that there is quality output at the required intervals throughout the strategic journey. 
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1.14. Performance Against Our Strategy — Key Interventions for Successful Execution of 
National, Provincial, CoJ and City Power Strategies and Priorities 


The success of the VUCA Strategy is measured against how the organisation performs on each of the KPIs listed on page 47. 


The City Power business operations have been affected by the COVID-19 pandemic and its related lockdown and applicable 
restrictions. We had to amend and realign our operations and processes in order to be able to deliver services and enable 
collection of revenue for the rendered services even in the lockdown conditions. There have been changes in how the employees 
perform work from home, at the office and in the field. 


The initiatives and interventions outlined below, to ensure achievement of the KPls and thus the VUCA Strategy 2022 were 
delivered within various lockdown levels. 


VUCA Key Prformance Area: Business and Financial Sustainability 


Conventional Smart Meter Rollout 

¢ This initiative entailed the replacement of manually read conventional meters with smart post-paid meters. The implementation 
of this initiative has resulted in an increased number of automated and remote reading of meters and the impact of this 
initiative can be seen in the meter reading performance, as well as billing accuracy and completeness, which have resulted in 
improved revenue collection. 


Enhance New Service Connections Process 
* This initiative focused on streamlining the new service connection process in order to improve efficiency and the speed at 
which customer applications are processed. This new process has led to shorter periods of completing new service connections. 


Audit of Unmatched Stands 

¢ This initiative involved the audit of identified stands in order to ensure that all these sites are metered correctly. This initiative 
formed part of the critical exercise of cleaning and verification of customer data. Customer accounts are updated on the 
system, as applicable, and this has contributed towards improving the accuracy and completeness of customer data. 


LPU Technical Audits 

¢ This initiative focused on identifying LPU customers that are billing at levels that are potentially below the norm. The solution 
included site inspections, correction of the metering installations, system updates and rebilling customers based on the post- 
audit meter readings. The initiative resulted in improvements in revenue as well as a reduction of total losses for LPU category 


A high-performing metropolitan Financially and Financial Improve and Business of customers 

government that proactively contributes | administratively sustainability strengthen objective 1 : 

to and builds a sustainable, socially sustainable and financial 

inclusive, locally integrated and globally | resilient city position Pre- and Post-Billing Analysis 


competitive Gauteng City-Region 


Table 9: Aligning Business and Financial Sustainability 
Initiative 1: Provision of Electricity 


This initiative entails the provision of electricity to customers who apply and pay for such a service. The customer applications 
include new service connections for customers who did not have supply, customers who are converting from post-paid to prepaid 
metering as well as customers who apply for an increase or decrease in the size of electricity supply. 


We derived revenue from the charges for the service connection at the point of customer application. In addition, where customers 
apply for service where there was none previously and where customers apply for an upgrade of an existing electricity supply, we 
will benefit from new or additional revenues respectively. The continued application for new services by customers contributes 
towards the improvement of City Power’s finances and secures our sustainability into the future. 


Initiative 2: Revenue Enhancement Initiatives 


The interventions in this category primarily focused on generation, maintenance and enhancement of revenue. The success of 
these interventions will lead to a City Power that is financially secure, stable, resilient and sustainable, in the short, medium and 
long term. The investments in this category include the metering infrastructure, ICT systems and other supporting infrastructure. 
The initiatives also focus on providing customised, personal and excellent service to our customers, especially with regards to 
ensuring that energy usage is measured accurately and the vending and billing reflect this correctly. 


The interventions that were implemented include the following: 


Prepaid Smart Meter Rollout 

* This initiative was undertaken in order to improve the prepaid meter vending performance. The smart meters can be monitored 
remotely and the new meter installation process ensured that customer details were captured and updated correctly on the 
vending system. As a result of this initiative it is now increasingly easier to track and disconnect non-vending customers and 
customers that tamper with meters. 
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* The pre and post analysis ensures that all customers are read and billed correctly. The pre-billing analysis verifies that all 
meters are read correctly prior to billing, while the post billing analysis verifies that all meter readings were used for billing and 
that the billing was done correctly. This initiative has led to improvements in the completeness and accuracy of billing and this 
has provided revenue assurance. 


Alarms Monitoring and Response 

¢ The initiative involves timely response to alarms from smart meters, through monitoring all meters remotely, recording and 
analysing all received alarms and taking the necessary corrective actions. The revenue-related alarms were prioritised first for 
actioning and this minimised revenue losses as a result of faulty or meters that had been tampered with. The timely response 
to alarms has contributed positively to revenue assurance. 


Accurate Meter Reading (Read within the By-Law) 

* This initiative focused on ensuring that all meters are read within the By-Law requirements. This is reflected in the improved 
meter reading, enhanced levels of compliance as well as reduction in possible adverse audit findings by the Auditor-General 
of South Africa. 


Elimination of Nominated Maximum Demand Penalty Charges 

* The City Power electricity purchase agreement clearly articulates the maximum energy that can be consumed by City Power 
at each of the intake substations, and this is known as the Notified/Nominated Maximum Demand (NMD). Any exceedance of 
the NMD by City Power attracts a penalty charge from Eskom, and this is a cost that cannot be recovered. The initiative 
entailed the reconfiguring of the network to eliminate the NMD exceedance charges, this has resulted in containment of some 
of these costs. 


Mock Billing and Energy Balancing 

* The initiative entailed the installation of metering infrastructure at Eskom intake substations in order to verify the bills that are 
issued to City Power for electricity bulk purchases, as well as to perform energy balancing in order to account for energy that 
is purchased versus the energy that is dispatched from the intake points. This initiative has led to improvements in the 
accuracy in the billing of City Power by Eskom. 
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Vending Performance Improvement (Disconnections and Normalisation) 

¢ This initiative involved the monitoring of vending performance for prepaid meters. The focus was on identifying irregular 
vending patterns and implementing revenue protection interventions to address any transgressions. This initiative has led to 
improved vending performance and revenue collection from the prepayment customer base. 


Initiative 3: Arresting the Escalation of Bad Debt 


This was achieved through segmentation of outstanding debt in terms of monetary value, type of customer and age of debt, 
and allocating the debt into priority groups for targeted actioning. The actions that were undertaken include, but are not limited 
to, payment arrangements, legal action and disconnections. This initiative has resulted in improved revenue collection and a 
subsequent positive impact on the company’s liquidity and cash flows. 


All the interventions, as outlined under “Business and Financial Sustainability and Revenue Completeness and Assurance” have 
contributed positively to the overall financial performance of the company, while at the same time improving our service offering 
and customer experience. 


South Africa is a country with a myriad of social ills, and crime is one of these ills that has an impact on all sectors of the economy. 
The City of Joburg is also affected by these social ills, especially since it is the economic hub of the country. The City has included 
a Safer City as one of the GLU Strategic Priorities, because a safe city will improve quality of life, as well as attract investment 
and economic growth. 


City Power has been experiencing an escalation in incidents of theft and vandalism of its network, and this has had a negative 
impact on service delivery and the economy of the region. Due to the danger of unauthorised access to electricity infrastructure 
some of the acts of theft and vandalism have sadly led to injuries and fatalities. City Power undertook the following initiatives to 
contribute to a safer city as outlined below: 


Initiative 4: Maintenance of public lighting 


This initiative primarily focused on ensuring that the public lights are functional in all areas, and that where lights were found to be 
faulty these were restored within the expected turnaround times. 


The repairs of street lights included the logged faults as well as the spotting of faulty lights. The street light maintenance was 
carried out by dedicated City Power personnel, supported by specialised street lighting maintenance contractors. This approach 
ensured that there was always adequate availability of resources to ensure that faulty street lights were repaired timeously. 


Initiative 5: Provision of public lighting 

The installation of public or street lighting comprised of two sub-programmes, namely Bulk Luminaire Replacement and Installation 
of New Public Lighting Infrastructure. The Bulk Luminaire Replacement initiative focused on replacing or retrofitting the old 
technology of street light lamps with new energy efficient lighting technology in the form of LED luminaires. 

The Installation of New Public Lighting Infrastructure initiative entailed the provision of new street lighting infrastructure in areas 


that were previously without any street lights. The projects were rolled out in both Eskom and City Power areas of supply within 
the City. The numbers of the public lights installed are reflected in the performance statistics section of this Report. 
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Table 10: Smart City 
Initiative 6: Energy Mix, Renewables, Storage and Energy Efficiency Programme 


The energy sector has been undergoing rapid change over the past decade or so. The key drivers of the changes are the finite 
fossil fuels as well as the challenges with climate change that require the need to move to low-carbonenergy sources. City Power 
has been experiencing a decline in customer numbers as well as a decline in volumes of electricity sales. The company has been 
exploring alternative sources of energy, to ensure energy sustainability as well as identify possible new sources of revenue. The 
initiatives below provide progress that the Entity has made towards renewables and a diversified energy mix. These initiatives 
contributed to multiple GLU strategic priorities as outlined below: 


The investments in future technologies to explore Energy Mix interventions, introduction of Renewable Energy Sources, Battery 
Storage Systems and other Energy Efficiency programmes is an ongoing imperative for the future success and sustainability of 
City Power. These initiatives will further support future energy requirements that are brought about by the projected increase of 
production and sales of electric vehicles, which will require charging stations that may use a variety of energy sources. 


There has been marked progress in the conclusion of feasibility studies as well as commencement of procurement processes in 
order to introduce some of the technologies within the City Power grid. 


One of the energy-mix solutions that have successfully passed the feasibility study phase is that of the installation of Rooftop Solar 
Photo-voltaic systems on municipal-owned business. City Power is finalising the procurement process so that installations can 
commence at the company head office in Reuven. This programme will be expanded to City Power depots and other municipal- 
owned buildings in future years. This is subject to is subject to availability of funding. 


Initiative 7: Smart Workforce and Digital Optimisation Initiative 


Johannesburg’s vision is to become a world-class African city. To attain this vision, the City needs to grow sustainably and 
continuously modernise its systems and infrastructure to be world-class. The Smart City strategic priority seeks to ensure that the 
City operates at the cutting-edge of technology and innovation in how it is structured, how it functions, as well as how it delivers 
services. 


City Power supports the Smart City initiatives through its Smart Utility interventions, that seek to ensure that the company 
contributes to and benefits from technological advances in the energy sector. These initiatives are critical for the successful 
achievement of the Smart Utility and City of the future. The Smart City/Utility interventions that City Power implemented are 
outlined hereafter. 
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Initiative 8: Smart Technology Initiatives 
These programmes support the following objectives of City Power: 


* Bea technology and innovation-driven organisation. 
¢ Improve, stabilise and sustain a positive financial position. 
¢ Establish City Power’s own energy generation capability and capacity to reduce over-reliance on Eskom and Kelvin. 


Even thought there were budget constraints, City Power managed to implement all the planned Smart Utility interventions, which 
included rollout of smart meters and installation capacity of approved embedded generators on the municipal distribution network. 


Initiative 9: Smart Workforce Initiatives 


There are a number of interventions that were implemented to deliver the smart workforce that is ready for the City of the future. 
One of these interventions that has commenced is the implementation of the new SAP HR system which includes some of the 
following functions: 


* Organisation management 
¢ Personnel administration 

* Payroll 

* Talent management 

« Performance management 
e Personnel cost-planning 


City Power successfully implemented the Workforce Management System, and some of its key features are highlighted below: 


¢ Mobile solutions to enable employees to work from anywhere 

* Empower employees with tools of the trade for effective and efficient work 

* Business Intelligence (BI) and dashboards to provide accurate and timely information 

¢ Training and development of employees on technologies to enable them to function optimally and successfully within the 
Fourth Industrial Revolution (41IR) 

e Internal communication and employee engagement 

* Continuous enhancement of SharePoint as a centralised information and knowledge hub 
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2.1. Corporate Governance Statement 


To ensure accountability and governance arrangements are in place, Section 121(2) (c) of the MFMA supports the requirements 
of Section 18(1) (d) of the MSA: information on matters of governance should be communicated to communities. This should, 
according to Sections 65(1) (a) of the MFMA and Section 46 of the MSA be undertaken through the compilation and publication 
of the annual report. The purpose of such an annual report is to promote accountability to communities for decisions taken by the 
Council and matters relating to administrative structures, throughout a financial year. 


City Power has comprehensive governance structures, systems, policies, internal controls and procedures in place — underpinned 
by a sound set of values to support the company’s operations and ensure that it operates as a responsible corporate citizen. The 
organisational culture, ethics and values are reflected in the way that City Power utilities and invests in its assets, infrastructure 
and funding and determine its capital and other expenditure in a responsible manner. These structures enable a clear separation 
of policy-making, regulation and implementation. City Power is part of the City’s objective to create focused, specialised and non- 
bureaucratic processes for efficient service delivery. 


City Power is committed to the highest standards of business integrity, ethics and professionalism. The Board of City Power 
ensures and is satisfied that high standards of Corporate Governance are applied throughout City Power at Board, Executive, 
Management and operational level for the efficient and effective delivery of the company’s strategic objectives, shareholder value 
and the long-term protection of stakeholder interests. 


The company’s governance processes, internal controls, practices and procedures are reviewed on a regular basis to ensure it 
is effective and in line with best practices. The Entity works closely with the Shareholder’s Group Governance Division to ensure 
compliance with all material aspects of corporate governance. Therefore, the company is committed to fulfilling its mandate in a 
manner that is in keeping with governance best practices and in particular with regard to accountability, transparency, fairness 
and integrity as advocated by the King IV. The principles, as enunciated in King IV are entrenched in the internal controls, policies 
and procedures governing corporate conduct. The Board is satisfied that every effort is made by Management to comply with all 
material aspects of King IV. 


Board Governance 


The Board is responsible for ensuring that the Entity complies with applicable laws and considers adhering to non-binding rules, 
codes and standards. The Mayoral Committee approved a revised CoJ Policy on the Governance of Interim Boards of Directors 
and of Independent Audit Committees (Board Governance Policy), which became effective on 10 February 2020. The reviewed 
Board Governance Policy makes provision for entities to have two statutory Board sub-committees: Audit and Risk Committee 
and the Social, Ethics and Human Resources Committee. The Shareholder gave permission in 2019 for the Board to have a 
Sustainability Committee and in 2021 for the establishment of a Service Delivery Committee. The Service Delivery Committee 
had its first meeting on 14 May 2021. The Board is satisfied that the day-to-day running of the company has been devolved to the 
CEO through a formal schedule of delegated powers. The CEO, in turn, devolves powers to her executive team to carry out and 
implement the company’s strategic objectives. The Board is satisfied that this system of delegation contributes effectively to role 
clarity. 


The Board of Directors has adopted and applies a Board Charter, which includes matters of ethics, procedure and conduct of 
Members. The Charter is aligned with the CoJ Charter. Registers are kept and updated on the disclosure and declaration of 
interests of Directors and Senior Management. The Board and Senior Management ensure there is full material compliance to all 
relevant legislation. The Company Secretary has certified in terms of section 268(d) of the Companies Act that all statutory returns 
have been submitted to the Companies and Intellectual Property Commission (CIPC). The Board of Directors subscribes to the 
CoJ’s Governance of Interim Boards of Directors and of Independent Audit Committees which, inter alia, regulates its relationship 
with CoJ as its sole shareholder and parent municipality in the interest of good corporate governance and good ethics. 


In most material instances City Power’s practices are in line with the principles set out in King IV. The Board continually reviews 
the Company’s progress to ensure improvements in corporate governance. During the review period, the company entrenched 
its risk management reviews and reporting, and compliance assessments were conducted in terms of the Companies Act and the 
Municipal Finance Management Act (MFMA). 
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Corporate Citizenship 


The Board and Management recognise that the Entity is formed under a political structure. As such, it has a social and moral 
standing in society with all the attendant responsibilities. The Board is therefore responsible for ensuring that the Entity protects, 
enhances and invests in the well-being of the economy, society and natural environment, and pursues its activities within the 
limits of social, political and environmental responsibilities outlined in international conventions on human rights. The Board has a 
Social, Ethics and Human Resources Committee, which is tasked with the responsibility of ensuring that the organisation strives 
to be a good corporate citizen. 


Compliance with Laws, Rules, Codes and Standards 


The Board is responsible for ensuring that the Entity complies with applicable laws and considers adhering to non-binding rules, 
codes and standards. The Mayoral Committee approved a revised CoJ Policy on the Governance of Interim Boards of Directors 
and of Independent Audit Committees (Board Governance Policy), which became effective on 11 March 2020. The Board 
Governance Policy makes provision for entities to have two statutory Board sub-committees: Audit and Risk Committee and the 
Social, Ethics and Human Resources Committee. 


By-Laws 


A by-law is a law that is passed by the council of a municipality to regulate the affairs and the services it provides within its area of 
jurisdiction. A municipality derives the powers to pass a by-law from the Constitution of the Republic of South Africa, which gives 
certain specified powers and competencies to local government or the Entity as set out in Part B of Schedules 4 and Part B of 5 
of the Constitution. In the year under review, no new by-laws that affect the Entity were implemented. 


Public Accountability, Participation 


Different methods were used to improve public participation and accountability, like the customer query resolution, educational 
campaigns to educate customers on prepaid meters, illegal connections, energy efficiency, electricity safety, planned and 
unplanned outages as well as theft and vandalism. City Power collaborated with CoJ to resolve customer queries through the 
regional Open Days, organised and hosted by the CoJ. Other stakeholder engagements were held with and through Councillors 
in the different wards. 


Media Coverage also plays an integrated part of engagement with the community. Social media is also utilised by City Power to 
engage and inform communities. 


Public Satisfaction On Municipal Services 
The Public Satisfaction Survey was impacted by COVID-19 in this financial year. City Power utilised the reputation index conduct 
sentiment analysis across traditional media (print, online, broadcast) and social media. The reputation index is 159 at the end of 


this financial year. City Power will collaborate with CoJ to ensure that the FY 2021/22 survey is conducted to improve the customer 
experience. 


2.2. Highlights and Achievements 


The City Power’s signed off organisation structure pre-dates the VUCA strategy. According to some experts, the organisation 
structure may be considered as the anatomy of an organisation that provides a solid foundation within which the organisation 
functions or operates. 
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The organisation structure also serves as a very important foundation for organisational effectiveness, efficiency, uniformity and 
controls. Therefore, the organisation structure is not an insignificant, isolated or standalone business component that has nothing 
to do with where the organisation is heading to strategically. For this reason, the organisation structure should be fit-for-purpose 
and be deliberately designed to support the execution and successful achievement of the business strategy. In practical terms, 
this means that an effective organisational structure: 


* Will assist City Power to achieve its objectives; 

* Is necessary for effective service delivery. Structures are the vehicles through which services are delivered; 

* Can assist with efficiency and optimal utilisation of resources. The structure of City Power can influence how the financial and 
human resources are allocated and used; and 

* Is necessary for officials’ morale. The way in which City Power is structured will influence the morale, energy and enthusiasm 
of the officials. 


Transition to a New Organisational Structure 


During the FY2019/20, there was a recognition by the City Power leadership that the as-is organisation structure that was in place 
at the time pre-dated the organisation strategy. This was a cause for concern for the business as it was not in line with a generally 
accepted organisation design and management practice that dictates that the organisation structure should follow the strategy. 


Firstly, to respond to the changing environment City Power recognised that one of the organisational levers that is required to 
pull is the organisation structure. Secondly, the prevailing circumstances presented an opportunity to, on the one hand, refresh 
the strategy while on the other ensuring that the organisation structure is fit-for-purpose and properly aligned with the refreshed 
strategy. Therefore, the organisation design and review process delicately took into account the Turnaround Strategic initiatives 
undertaken by the company. 


The City Power Delegation of Authority defines the approval levels for the organisation structure with the high-level organisation 
structure that is recommended by the CEO and approved by the Board and the detailed organisation structure that is approved 
by the CEO based on engagements with organised labour. As such, City Power commenced with the organisation structure 
review process in 2019. The HR & Transformation group tabled the high-level organisation structure at the Social, Ethics and HR 
Committee in October 2020 and subsequently, on 5 November 2020 the Board approved the high-level structure for implementation. 
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Figure 8: Organisational Structure (High-Level) 
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With the high-level organisational structure approved by the delegated authority, the immediate next step for City Power was to 
develop the detailed organisational structure. The diagram below illustrates the methodology followed to execute the organisation 
review process, with Step 3 referencing the detailed organisation structure. 
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STEP ONE 
Organisation structure 
review 
Analyses current internal and 

external landscape. 
Analyses the GDS 2040, the 
Business Plan and 
Directives. 

Affirm the VUCA 

2022 strategy current 
achievements 

to future deliverables. 
Analyse current 
organisational capabilities, 
identifying strengths, gaps 
and areas for development. 
Analyse key priorities, 
organisational challenges, 
and opportunities 
underpinning the optimisation 
of future-state organisational 
structure. 


STEP TWO 
High-leve design 


Develop design principles for 
the to-be organisation. 
Develop high-level 
organisational structure. 
Workshop high-level 
organisation structure 
with the HR committee. 
Obtain HR Committee 
input for the design 

of low-level organisation 
structure. 

Obtain Board approval 
for the high-level 
organistaion structure. 


Figure 9: Organisation Structure Review Methodology 
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STEP THREE 
Detailed design 


Review of the shift model. 
Conduct job analysis. 
Develop detailed 
organisation structures 
for each function. 

Defined and document 
detailed accountabilities, 
responsibilities, KPIs 

and decision-rights by 
function. 

Define complete 
governance framework 
for the organisation. 
Define number and 
reporting relationships 

of all positions in the future 
business and confirm the 
FTEs and people costs 
associated with the 
organisation. 


STEP FOUR 


Implementation 


Understand the scale of 
change required to move 
from current to future 
organisation structure. 
Develop an over-arching 
toad map for change, based 
on assessment of risks, 
benefits and costs and ability 
to implement. 

Identify transition 

structures required to act 

as ‘stepping stones’ to the 
final design. 

Develop a detailed 
implementation plan to 
support the agreed transition 
approach, including 
resources required to deliver. 
Socialise and implement 
organisation structure. 


To anchor the methodology we adopted an inclusive approach to organisation design allowing for input from all employee groups. 


* Top-down approach - work performed at Board and Board sub-committees, EXCO and GMC; 


* bottom-up approach - work performed through employee focus groups e.g. electricians focus groups and the change-agent 


network; and 


* hrizontal approach - work performed through engagement with organised labour (LLF) and strategic partners. 


During the implementation of the high-level structure, the organisation was required to take into account the Auditor-General 
concerns regarding processes which could be attributed to weak controls and a fragmented value-chain. As such, a review to 
align the structure to strengthen the control environment and improve same was required. Subsequently, the Board approved the 
reviewed high-level structure on 28 May 2021. 


In line with the 2020/21 and 2021/22 operational plan, one of the key deliverables to support implementation of the reviewed high- 
level organisation structure was to align the job profiles for the Executives to the high-level structure and strategic direction. During 


quarter four, the job profiles were revised and aligned accordingly. 


The implementation of the reviewed structure will continue into the next financial year, with planned activities of reviewing and 
aligning the middle and lower-level structure and developing a five-year workforce plan aligned to EE targets to ensure optimal 


capacity for the company. 
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2.3. Board Composition and Key Activities 


2.3.1. High-Level Governance Structure 
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The structure below reflects the governance structure and interface within City Power and with the CoJ for the period 01 July 2020 


to 30 June 2021 
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City Power reports to the following committees at the CoJ 


SHAREHOLDER GOVERNANCE COMMITTEES 


GRGC 


Provides oversight advisory 
services to the City and 
entities on matters relating to 
Risk Governance and 
Compliance as well as 
overseeing Enterprise Risk 
Management System. 
Ensures that all risks 

that might affect the service- 
delivery level and attainment 
of clean audit are addressed 
and measures are put 

in place to prevent future 
occurrences. 


GAC 


* Provides oversight with 
respect to the financial control 
environment and to advise 
the Mayoral Committee in this 
regard. 

Approves and monitors 

the Auditor-General (AG) 

and Internal Audit 

Strategy, the review and 
recommendation for adoption 
of the CoJ AFS and 

providing assurance within 
the Combined Assurance 
Framework, on the adequacy 
and effectiveness of the CoJ’s 
Internal Control Environment 
as well as the CoJ policies 


and procedures in this regard. 


Figure 10: Shareholder Governance Committees 
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Board movements 3S SSESFOSDOGZ SESS 898M CFGFROGEVN Be OHBEESBE 
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¢ Mr. William Mathamela who served as Chairperson of the Board and a Non-Executive Director was retired and Adv. Lindiwe mS SLOSHDAarFICOUN<aAsw SQL soOoscoOSPoraZEPQolte 


Maseko was subsequently appointed Chairperson. 


* Mr. L Setshedi resigned as Chief Executive Officer on 30 Nov 2020. 

« Nancy Maluleke was appointed as the Acting Chief Executive Officer and Executive Director. 

* On 1 April 2021, Mongezi Ntsokolo was appointed as Chief Executive Officer and Executive Director. 

* Subsequent to his appointment at the Special General Meeting of 10 Feb 2021, Mr. Errol Magerman resigned on 16 Mar 2021. 
¢ Mr. K Mthembu, as Non-Executive Director sadly passed away on 07 Jul 2021. 


Board Skills, Experience and Qualifications 


The Board is satisfied that it is comprised of the appropriate mix of knowledge, skills, experience, and diversity and that it is 
sufficiently independent for it to discharge its fiduciary duties effectively and with the requisite objectivity. The Board is appointed 
by the Shareholder which, among others, considers gender balance for the appointments. 
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As prescribed by section 166 of the MFMA and the Companies Act, the following have been appointed by the Shareholder as independent Audit and Risk Committee members: 
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Table 13: Independent Audit Committee Members’ Qualification and Skills Matrix 


The Board remains accountable to the CoJ Metropolitan Municipality (the company’s sole shareholder) and its stakeholders, the 
citizens of Johannesburg. The SDA concluded in accordance with the provisions of the MSA governs the company’s relationship 
with the CoJ. The Board provides monthly, quarterly, bi-annual and annual reports on its performance and service delivery to its 
parent municipality as prescribed in the SDA, the MFMA and the MSA. Such reports are submitted within the stipulated timeframes. 
Non-Executive Directors contribute an independent view on matters under consideration and add to the depth of experience of the 
Board. The roles of Chairperson and Chief Executive Officer of the company are separated. The Chairperson has no executive 
functions. Members of the Board have unlimited access to the Company Secretary, who acts as an advisor to the Board and 
its Committees on matters including compliance with company rules and procedures, statutory regulations and best corporate 
practices. 


The Board or any of its Members may, in appropriate circumstances and at the expense of the company, obtain the advice of 
independent professionals, subject to MFMA and SCM Regulations being followed. A director and peer review as well as a Board 
evaluation are undertaken on an annual basis. 


The Board Committee did an evaluation and the Board Members are satisfied that good governance is generally practiced and 
that the Board is functioning well in its oversight and support role. The Board has effectively discharged all its responsibilities 
and has performed its statutory duties, as set out in the Companies Act. Going forward it is committed to continuing to diligently 
execute its role. 


The Memorandum of Incorporation provides that the Directors of the company will be elected by the Shareholder and appointed 
by the Board of Directors. The Chief Executive Officer is appointed by the Board in consultation with the Shareholder. 


Board Focus Areas for Financial Year 2021/22 


In the financial year 2021/22, the Board continued to exercise oversight on the organisation and ensuring implementation of the 
VUCA 2020 strategy in order achieve the Shareholder vision. The Board focused on Business and Financial Sustainability as 
well as the Business-of-Tomorrow as encapsulated in the VUCA Strategy. The following are some of the key focus areas for the 
financial year: 


* Improvement of the control environment; 

* Improvement of compliance; 

* Integrated assurance; 

* Focus on addressing Internal Audit and AG audit findings in a comprehensive manner; 
« Refurbished plant and improved plant capacity; 

*« Smart City Power; and 

* Meaningful economic transformation achieved. 
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Schedule of Attendance of Meetings of Board and Sub-Committees 2.4. Board Committees 


Attendance of meetings held during the year in terms of a ratio of attendance per meeting convened, was as follows: 


Mr. W Mathamela 7 of7 2 of 2 
Ms. L Maseko 5 of 5 1 of 1 3 of 3 4 of 4 
Ms. N Batyi 4of 5 2 of 2 1 of 1 3 of 4 
Mr. P Kedama 40f5 1 of 2 1 of 1 40f4 
Mr. N Kgope 12 of 12 2 of 2 4 of 4 3 of 3 5 of 5 
Ms. K Lehloenya 7of7 3 of 3 2 of 2 
Mr. E Magerman 2 of 2 1 of 1 
Ms. T Marah 5 of 5 2 of 2 1 of 1 40f4 
Ms. L Mathabathe 5 of 5 2 of 2 1 of 1 4 of 4 
Mr. K Mthembu 12 of 12 5 of 5 3 of 3 1 of 1 4of5 
Mr. M Mello 3 of 7 2 of 2 1 of 1 1 of 2 
Mr. B Ramokhele 12 of 12 6 of 6 2 of 2 40f5 
Mr. M Seopela 12 of 12 7 of 7 1 of 1 5 of 5 
Mr. K Setzin 11 of 12 5 of 5 2 of 2 2 of 2 1 of 1 5 of 5 
Ms. P Thobejane 10 of 12 4 of 7 1 of 1 1 of 5 
Mr. B Twala 12 of 12 3 of 3 1 of 1 2 of 5 
“Executive Directors of the Board 
Mr. M Ntsokolo 3 of 3 2 of 2 2 of 2 1 of 1 1 of 1 3 of 3 
Ms. M Xolo 10 of 12 3 of 5 6 of 6 3 of 3 1 of 1 5 of 5 
Mr. L Setshedi 0 of O 0 of O 0 of O 0 of O 0 of O 
Independent Audit Committee 

Mr. C Lithole 1 of 1 6 of 6 3 of 3 
Mr. V Mokwena 0 of 1 

Mr. H Moolla 1 of 1 5 of 6 2 of 3 
Ms. D Mthimunye 2 of 2 1 of 2 


Table 14: Board and Sub-Committee Meeting Attendance 


Note that shareholder representatives from Group Risk Assurance Service, Group Forensic Investigation Services, Group 
Governance are standing invitees to the Audit & Risk Committee. The representatives from the AGSA are invited to all Audit & 
Risk Committee meetings in which the committee might need to give them input. Shareholder Representative from Environment 
Infrastructure and Services Department only attend Board and Sustainability Committee meetings. Group Governance attends all 
of the Board & Board Sub-Committee Meetings. 


External Service Providers are only ever invited to meetings if they have specific presentations that affect the company such as 


FeverTree presenting the Turnaround Strategy or the HR Recruitment Agency’s representative in the event that an Executive 
appointment is considered. 
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Audit and Risk Committee 


The Audit and Risk Committee of City Power Johannesburg (SOC) is constituted as a statutory Committee and is mandated 
in terms of its statutory duties in terms of section 94 (7) of the Companies Act 2008, and Section 166 of the Municipal Finance 
Management Act, 2003. The Committee operates in accordance with its Terms of Reference, which is aligned with the legislative 
requirements. The Committee is an independent advisory body with accountability to both the Board and Shareholder. 


The Audit & Risk Committee provides assistance to the Board by doing the following: 


« Review of financial compliance with applicable legislation and the requirements of regulatory authorities 

* Review matters relating to funding, financial accounting, accounting policies, reporting and disclosures 

* Oversee the internal and external audit policy and functions including the scope, adequacy and effectiveness of the audit 
function and audit plans 

« Review/approval of the external audit findings, audit resolutions, reports and fees 

« Review overall performance of the company against predetermined objectives 

* Review the integrity and quality of enterprise risk management and ensure that risk policies and strategies are effectively 
managed 

« Advise of technology and information, strategy, policy and investment in line with best practice; and 

* Review of combined assurance. 


The Audit & Risk Committee consisted of the following Non-Executive Directors and Independent Audit 
Committee Members: 


* Bonolo Ramokhele (appointed as Chairperson: 11 Mar 2020) 

« Nomvuyiso Batyi (appointed as Member: 30 Mar 2021) 

« Kenny Setzin (appointed as Member: 30 Mar 2021) 

« Naledi Kgope (appointed as Member: 05 May 2020. Retired from the Committee: 30 Mar 2021) 
« Kabelo Lehloenya (appointed as Member: 05 May 2020. Retired from the Board: 10 Feb 2021) 
* Chris Lithole (appointed as IAC: 17 Apr 2019) 

« Vusi Mokwena (appointed as IAC: 17 Apr 2019. Resigned: 20 Oct 2020) 

* Haroun Moolla (appointed as IAC: 17 Apr 2019) 

« Dudu Mthimunye (appointed as IAC: 10 Feb 2021) 

* Mongezi Ntsokolo (CEO) (in attendance) 

« Mfuni Xolo (CFO) (in attendance) 


Audit & Risk Committee meetings and attendance 


The Committee met six times during the year under review. The attendance and remuneration of the Committee Members is dealt 
with in Sections 2.4 and 2.7 of the Integrated Annual Report. All resolutions taken by the Committee for the FY 2020/21 were 
noted/approved by the Board. 


The General Manager: Internal Audit, reports functionally to the Chairperson of the Committee and administratively to the Chief 
Executive Officer. The head of Internal Audit during the year under review was Ms. Mbali Buthelezi. The Committee will continue 
to ensure that the Internal Audit and the Finance Function is suitably resourced and supported to fulfil its functions and improve 
the assurances it must provide the Committee and the Board. 


The Committee considered the AFS to ensure the accuracy and consistency of the information contained therein. The Committee 
further reviewed the AFS against the applicable accounting policies to ensure accurate reporting. 


As part of its key focus areas, the Committee monitored the effectiveness of the Finance and Internal Audit functions, including 
that of the CFO and Internal Audit team, the committee is satisfied with the effectiveness of these functions. 


The Committee provided and maintained oversight over internal controls, and ensures that significant weaknesses in the design, 


implementation or execution of internal financial controls that resulted in material financial loss, or error are addressed, managed and 
mitigated. Through the audit strategy, the Committee managed the relationships between the internal and external audit functions. 
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The Committee has taken note of the Auditor-General’s findings, opinions and conclusions as set out in his report. The Committee 
focused on root cause analysis associated with control deficiencies identified by the Auditor-General and held Management 
accountable for improvement of the overall control environment. The Committee exercises close oversight over Management's 
implementation thereof to further enhance its effectiveness. The Committee implores the Chief Executive Officer and the Chief 
Financial Officers to effect an improvement in the Supply Chain Management and Financial Reporting environments. 


The Committee monitors the Strategic Risk Management and are optimistic about the revised strategic risk register that it will 
operate effectively to mitigate the unattained strategic objectives. The new strategic risks are recognised for implementation in the 
financial year 2021/22. 


Audit & Risk Committee assessment 


The Committee assessed its effectiveness as part of the annual Board self-assessment. The Committee is of the view that it is 
properly constituted, has the required skills and has reviewed its Terms of Reference including its authority and responsibilities. 
The Committee has effectively discharged all its responsibilities and has performed its statutory duties, as set out in the Companies 
Act. Going forward it is committed to continuing to diligently execute its role. 


Social, Ethics and Human Resources Committee 


City Power’s Social, Ethics and Human Resources Committee is constituted as a statutory Committee and is mandated in terms 
of its statutory duties set out in Section 72(4) of the Companies Act of 2008 and related regulations. Having due regard of the 
legislative role of the Social & Ethics Committee, the Board resolved to combine the Committee functions with matters related to 
Remuneration, Human Resources and Transformation. The Committee is governed by Terms of Reference which details its duties 
in terms of the Companies Act, King IV and the responsibilities mandated to it by the Board. The Committee has conducted its 
work in compliance with these Terms of Reference and has discharged its responsibilities as set out therein. 


This Report is presented in accordance with the requirements of the Companies Act and should be read in conjunction with the 
Integrated Annual Report. The Chairperson of the Committee represents the Committee at the Annual General Meeting of the 
company each year in order to address any enquiries that may be raised and reports to the Shareholder as required in terms of 
the Companies Act. 


The Social, Ethics and Human Resources Committee provides assistance to the Board by doing the 
following: 


The Committee’s Key Focus Areas for FY 2020/21 are as per their Terms of Reference. The Committee exercises oversight, 
monitors activities, functions and progress of performance against strategic targets, and advised the Board on: 


* Responsible good corporate citizenship; 

* Organisational ethics, ensuring integrity and the institutionalisation of ethics in the internal structures, systems and processes 
of the company; 

« Remuneration policies and packages and other terms of employment for Senior Management; 

¢ Creation and enhancement of an ethical corporate culture, change management, employment policies, remuneration policies, 
performance bonus policy, performance management, compliance with relevant legislation and strategic alignment with the 
objectives of the company; 

* Social and economic transformation including promoting BBBEE, an employment equity plan and a supplier development 
framework to ensure sustainable development, empowerment and transformation within society; 

* Corporate social investment policy and programmes including the internship and graduate-in-training programme; bursary 
programme; employee learning and development; supplier development programmes; and local community development 
programmes; 

¢ Stakeholder engagement framework, incorporating all stakeholders including the Shareholder, employees, customers and 
the communities in which the company operates. There is a strong emphasis on the responsibility of the company towards 
the environment, customers, communities and other stakeholders we serve; 

* Compliance with the ten principles of the United Nation’s Global Compact as they relate to human rights, labour, anti- 
corruption and the environment; 

¢ Leadership development focusing on mentoring and training; 

« Provision of free basic electricity as part of the CoJ’s Indigent Household programme; 
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* The protection of the safety, health and dignity of employees and the public; and 
« Reviewing results of the Employee Satisfaction Survey and the Customer Satisfaction Survey and Management's response 
in dealing with the areas of concerns raised. 


The Social, Ethics & Human Resources Committee Members are appointed by the Board and consisted of 
the following Non-Executive and Executive Directors: 


« Mandla Seopela (appointed Chairperson of Committee on 03 May 2019. Retired as Chairperson and appointed as ordinary 
Member: 05 May 2020. Appointed as Chairperson of the Committee: 30 Mar 2021) 

*« Pumzile Kedama (appointed as ordinary Member: 30 Mar 2021) 

* Naledi Kgope (appointed as ordinary Member: 30 Mar 2021) 

* Thandi Marah (appointed as ordinary Member: 30 Mar 2021) 

« Lerato Mathabathe (appointed as ordinary Member: 30 Mar 2021) 

« Pulani Thobejane (appointed as ordinary Member: 05 May 2020) 

* Magatho Mello (appointed as ordinary Member: 05 May 2020. Resigned as Member: 20 Sep 2020) 

* Khehla Mthembu (appointed as Chairperson of the Committee: 05 May 2020. Retired from the Committee: 30 Mar 2021) 

* Kenny Setzin (appointed as ordinary Member: 05 May 2020 and retired from the Committee: 30 Mar 2021) 

* Mongezi Ntsokolo (CEO) (in attendance) 

« Mfuni Xolo (CFO) (in attendance) 


Social, Ethics & Human Resources Committee meetings and attendance 


The Committee met seven times during the year under review. The Committee Members’ attendance and remuneration is dealt 
with in Sections 2.4 and 2.8 of the Integrated Annual Report. The Board noted/approved all resolution taken by the Committee for 
the financial year 2020/21. 


During 2020/21, City Power applied two types of job grading method as approved by the Board based on the levels of employees. 
The committee recommended a Reward Policy that was approved by Board on 28 May 2021. Salary increases are implemented 
in line with the SALGBC Collective Agreement, following the tabling and approval of the agreement at the City of Johannesburg’s 
Mayoral Committee and the City Power Board. To ensure value creation, City Power incentivises it employees based on their 
grade and has a Board-approved performance bonus system for high-performing employees. The policy further stated that 
performance bonuses will be paid pending the audit outcome by the AG and recommendation by the Social, Ethics and Human 
Resources Committee and final approval by the Board. Going forward, in line with the new Board-approved Rewards Policy, City 
Power will embark on a process to benchmark its pay scales, which serves as a guide for annual increases and recruitment of new 
employees, with the National All Industries and Industry specific market surveys. 


Social, Ethics & Human Resources Committee assessment 


The Committee assessed its effectiveness as part of the annual Board self-assessment. The Committee is of the view that it is 
properly constituted, has the required skills and has reviewed its Terms of Reference including its authority and responsibilities. 
The Committee has effectively discharged all its responsibilities and has performed its statutory duties, as set out in the Companies 
Act. Going forward it is committed to continuing to diligently execute its role. 


Sustainability Committee 


The Sustainability Committee oversees the development of a new City Power Business Journey which encompasses the main 
drivers of shareholder value creation while effectively addressing the long-term sustainability of the company. The Committee 
ensures effective implementation of this strategic journey. The Committee allows a more involved strategic dialogue at Board level 
and makes it easier to stay ahead of emerging opportunities, respond quickly to unexpected threats, and make timely strategic 
decisions. The primary role and purpose of the Sustainability Committee is to ensure that the company has a sustainable strategy 
that ensures that the company is correctly positioned to take advantage of growth opportunities and is able to maintain the 
company’s existing footprint. 
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The main areas that the Committee focus on is providing strategic direction and exercising oversight over 
and monitoring performance with regard to: 


¢ Strategy implementation 

e Financial model to ensure sustainability 

e Revenue value chain to ensure completeness and proper accountability 

¢ Drive collaborations with the sister companies within the CoJ 

« Responsible infrastructure investment e.g., network infrastructure requirements 

« Industry innovation 

¢ Sustainable energy sourcing and energy mix 

* Technology and information governance 

* Shareholder policy, by-law and/or any other legislative developments that affect the sustainability of the Entity 

* Assisting the Social, Ethics and Human Resources Committee in determining what the staff resources and future skills 
requirements of the business will be. 


The Sustainability Committee consisted of the following Non-Executive and Executive Directors: 


« Nomvuyiso Batyi (appointed as Chairperson of the Committee: 30 Mar 2021) 

¢ Naledi Kgope (appointed as Chairperson of the Committee: 05 May 2020. Retired as Chairperson and appointed as ordinary 
Member on 30 Mar 2021) 

* Lerato Mathabathe (appointed as Member: 30 Mar 2021) 

« Khehla Mthembu (appointed as Member: 05 May 2020) 

¢ Mandla Seopela (appointed as Member: 30 Mar 2021) 

* Kenny Setzin (appointed as Member: 05 May 2020. Retired from the Committee: 30 Mar 2021) 

¢ Bheki Twala (appointed as Member: 05 May 2020) 

* Bonolo Ramokhele (appointed as Member: 05 May 2020. Retired from the Committee: 30 Mar 2021) 

« Magatho Mello (appointed as Member of the Committee: 05 May 2020. Resigned as Member: 20 Sep 2020) 

* Mongezi Ntsokolo (CEO) (in attendance) 

¢ Mfuni Xolo (CFO) (in attendance) 


Sustainability Committee meetings and attendance 


The Committee met three times during the year under review. The Committee Members’ attendance and remuneration is dealt 
with in Sections 2.4 and 2.8 of the Integrated Annual Report. The Board noted/approved all resolution taken by the Committee for 
the financial year 2020/21. 


Sustainability Committee assessment 


The Committee assessed its effectiveness as part of the annual Board self-assessment. The Committee believes that it is properly 
constituted, has the required skills and has reviewed its Terms of Reference including its authority and responsibilities. The 
Committee has effectively discharged all its responsibilities and has performed its statutory duties, as set out in the Companies 
Act. Going forward it is committed to continuing to diligently execute its role. 


Service Delivery Committee (established 20 March 2021) 


The Service Delivery Committee mandate is to exercise strategic oversight over, and monitor performance against the service 
delivery obligations of the company as set out in the Service Delivery Agreement, Business Plan, Service Level Standards and 
Board’s Shareholder Compact. It exercises oversight and monitors the operational/implementation plans in place to meet the 
service delivery obligations and responsibilities. It monitors and assess the effectiveness and efficiency of the plans, organisational 
structures and processes put in place and monitors the deployment of the company’s budget and operational resources to 
ensure service delivery, cost-effective use of these resources and to measure and monitor the effect on customer services. The 
Committee reviews and advises on the strategy of the company to ensure alignment of the operational direction of the company 
with these service delivery obligations and responsibilities. The Committee exercises oversight over the effective resolution by 
Management of service delivery failures within the company. 
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The main areas that the Committee focus on as mandated: 


* to review the company performance and approve the Quarterly Performance Reports to the Board and Shareholder, 

* to monitor the network’s performance and the effectiveness and efficiency of the strategies put in place to address and/or 
enhance the performance of the network, 

* to monitor the implementation of the Capital Projects and the effect on service delivery, and 

* to monitor the management of the customer relationship. 


The Service Delivery Committee consisted of the following Non-Executive and Executive Directors: 


* Thandi Marah (appointed as Chairperson: 30 Mar 2021) 
* Pumzile Kedama (appointed as Member: 30 Mar 2021) 
* Khehla Mthembu (appointed as Member: 30 Mar 2021) 
« Kenny Setzin (appointed as Member: 30 Mar 2021) 

* Pulani Thobejane (appointed as Member: 30 Mar 2021) 
* Bheki Twala (appointed as Member: 30 Mar 2021) 

* Mongezi Ntsokolo (CEO) (in attendance) 

« Mfuni Xolo (CFO) (in attendance) 


Service Delivery Committee Committee meetings and attendance 


The Committee met once during the period under review. The Committee Members’ attendance and remuneration is dealt with 
in Sections 2.4 and 2.8 of the Integrated Annual Report. The Board noted/approved all resolution taken by the Committee for the 
financial year 2020/21. 


Service Delivery Committee Committee assessment 


The Committee assessed its effectiveness as part of the annual Board self-assessment. The Committee believes that it is properly 
constituted, has the required skills and has reviewed its Terms of Reference including its authority and responsibilities. The 
Committee has effectively discharged all its responsibilities and has performed its statutory duties, as set out in the Companies 
Act. Going forward it is committed to continuing to diligently execute its role. 


2.5. Remuneration 

Director and Senior Management Remuneration 

For detailed information on our Reward Policy refer to pages 77 and 186 

Non-Executive Directors’ 2020/2021 

In terms of the provisions of the Remuneration Policy adopted by the Mayoral Committee, Group Governance is required, at least 
annually, to make recommendations on the fees payable to the Non-Executive Directors of the CoJ’s municipal entities. In line 
with this requirement, Group Governance produces a report on the remuneration of Non-Executive Directors and Independent 
Audit Committee Members which is in line with the Municipal Finance Management Act’s provisions, 2003 (MFMA) and Municipal 


Systems Act, 2000 (as amended). 


The Shareholder determines the remuneration and incentives for Non-Executive Directors and Independent Audit Committee 
Members of City Power. 


Non-Executive Directors’ and Independent Audit Committee Members’ fees are paid in accordance with City Power’s approved 
budget. 


Name Position Total (R'000) 


Mr. W Mathamela (Chairperson of the Board) Chairperson & 
(appointed — 11 Mar 2020) (retired — 10 Feb 2021) NED 
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niame Position Total (R'000) Senior Management 2020/21: 
Adv. L Maseko (Chairperson of the Board) Chairperson & 188 
Aelia ieee has Name Position salary Ries uae) Wes) 
Ms. N Batyi (appointed — 10 Feb 2021) NED 0 (R’000) (R'000) (R’000) (R’000) 
Mr P Redama(appolitod= 10 rep 2024) ice os Ms. TS Mashava GE: Human Resources and 2.092 715 0 2.807 
Mr. N Kgope (appointed — 11 Mar 2020) NED 252 Transformation , ; 
Ms. K Lehloenya (appointed — 11 Mar 2020) (retired — 10 Feb 2021) NED 114 Mr. SA Ntlatleng GE: Engineering Services 1,853 599 174 2,626 
Mr. E Magerman (appointed — 10 Feb 2021) (resigned — 16 Mar 2021) NED 24 Mr. SI Rampedi GE: Engineering Operations 1,926 540 191 2,657 
Ms. T Marah (appointed — 10 Feb 2021) NED 86 Mr. M Smith Company Secretary 1,570 752 93 2,415 
Ms. L Mathabathe (appointed — 10 Feb 2021) NED 96 Mr.LR Mahumapelo GE: Business Sustainability 576 104 5 685 
Mr. K Mthembu (appointed — 11 Mar 2020) NED 270 (Acting) 
Mr. M Mello (appointed — 11 Mar 2020) (retired — 10 Feb 2021) NED 48 Mr. IM Ramagaga aa Support 600 228 0 828 
ctin 
Mr. B Ramokhele (appointed — 11 Mar 2020) NED 298 ea eee 
: TOTAL 8,617 2,938 463 12,018 
Mr. M Seopela (appointed — 16 Mar 2017) NED 246 —— S955 On —=S SS nn SSS S565 88 S50 
Mr. K Setzin (appointed — 11 Mar 2020) NED 226 Table 18: Senior Management Remuneration 
Ms. P Thobejane (appointed — 11 Mar 2020) NED 150 
Prof. B Twala (appointed — 11 Mar 2020) NED 180 2.6. Company Secretarial Function 
Total 2,564 
The Company Secretary is responsible for providing guidance to the Board collectively and to the Directors individually. The 
Table 15: Non-Executive Directors Remuneration Directors have unlimited access to the Company Secretary who advises the Members, the Board and the Committees regarding 
their duties and responsibilities. 
Independent Audit Committee Members 2020/21: 
The Company Secretary in conjunction with the Risk, Assurance and Compliance Group, is responsible for advising the Board of 
Aarne Position Total (R'000) applicable legislation and regulations and ensuring the Board acts in compliance therewith including with the company’s policies 
: : and procedures. The Company Secretary is also responsible for the proper administration and good corporate governance of the 
mr -S ehiele (appolmieds=iNar2c20) ad oe Board proceedings and all matters relating to the Board. 
Mr. V Mokwena (appointed — 17 Apr 2019) (resigned — 20 Oct 2020) IAC 0 
Mr. H Moolla (appointed — 17 Apr 2019) IAC 42 2.7. Risk Management and Internal Control 
Ms. D Mthimunye (appointed — 10 Feb 2021) IAC 12 
Total 102 Background to Enterprise Risk Management (ERM) 
Table 16: Independent Audit Committee Members Remuneration The City Power Board is ultimately accountable to ensure that Management has designed and implemented an effective enterprise 
risk management system and that risks are managed within the approved risk appetite and tolerance levels. Moreover, in terms of 
Executive Directors 2020/21: section 95 (c) (i) of the MFMA, the accounting officer of a municipal entity is responsible for managing the financial administration 
of the Entity, and must for this purpose take all reasonable steps to ensure that the Entity has and maintains effective, efficient and 
Oth transparent systems of financial and risk management and internal controls. 
‘a Salary sd Travel Total 
Name Position ; Allowances ; % 
(R’000) (R'000) (R’000) (R’000) City Power adopted a structured approach to risk management, using consistent approaches to assessing, treating, monitoring 
“*Mr.LSetshedi~—SsChiefExecutive Officer «42537. «4444 #446. 2.997. and reporting all types of risk at different levels for activities across the business. By understanding and managing risk, we 
. ; , ; i can provide greater certainty and security for our employees, customers and stakeholders. A risk is significant if the potential 
Mr. M Ntsokolo Chief Executive Officer 726 15 39 780 aa : . : . an . 
——- - consequences could have a material impact on the achievement of a City Power’s Business Plan objectives aligned to those of 
Ms. M Xolo Chief Financial Officer 2,021 520 174 2,715 the CoJ. The City Power Board through the Audit and Risk Committee acknowledges its overall accountability for ensuring an 
Ms. MN Maluleke Chief Operating Officer 1,995 815 0 2,810 effective result-driven, ERM process. 
TOTAL 7,279 1,764 259 9,302 


Table 17: Executive Directors Remuneration 


*The cost-to-company amount of R2,977,342.39 paid to Mr. Setshedi includes a separation payment of R1,697,937.87. This is the only separation payment 


made to members of staff in the year under review. 
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Risk treatment plans were developed and implemented to ensure that strategic, business and operational objectives and budgets 
are met. Each of the strategic risks is allocated to an EXCO risk owner to ensure accountability. Monitoring and review are done 
at EXCO with Audit and Risk Committee exercising oversight as mandated by Board. Risk reviews are held on an ongoing basis 
with different Group Executives and their teams to identify any new or emerging risks that may affect the achievement of business 
objectives. 
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Risk Philosophy and Governance 


The overall risk management philosophy of City Power is to identify and predict potential and emerging risks before they occur or 
materialise and implement a risk management system and methodology that applies to all City Power operations. 


To embed sound risk management principles, City Power further adopted a Combined Assurance approach to strengthening the 
control environment. This is an ongoing project to ensure that risks and controls identified are managed across the three lines 
of defense, and that appropriate assurance is provided, reported and monitored, this is effected through a developed Combined 
Assurance governance forum. 


Our Risk Appetite and Tolerance Framework sets out the levels of risk that we are willing to tolerate in pursuit of our strategic 
objectives. The Risk Appetite and Tolerance Framework is aligned to our internal policies and considers principles outlined in King 
IV, ISO 31000 on risk management and the COSO internal control framework. 


Application of KING IV and 1SO31000 


To achieve best practice levels, the requirements of the guidelines of King IV and ISO 31000:2018 Risk Management Standard are 
considered in City Power’s ERM approach. The strategic risk profile is based on City Power’s seven strategic goals, as expressed 
through the 2020/21 Business Plan. 


The Board has assumed responsibility for risk governance and has: 


* Set the approach and strategy to risk governance within City Power where risk is an integral part to decision-making and 
adherence to roles and duties; 

* Stipulated City Power’s Policy, which defines the risk management objectives, risk management framework, risk 
management process and clarifies the concept of the organisation’s risk tolerance; 

¢ Delegated the implementation and execution of effective risk management to Management through its risk management 
framework; and 

* Overseen the management of risk within City Power and participated in the rating and assessment of the organisation’s key 
risks. 
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City Power Risk Context 


The diagram below depicts the environment and risk context under which City Power operates. Some of the issues depicted have 
been factored in analysing both strategic and operational risks. 


External context 


* Supply and demand balance 

* Electricity is indispensable to society and the economy 

* Low economic growth 

* Price increases and pressure on consumers 

* Customers moving off the grid due to self-generation 

* Industry structure and future role of City Power 

* Targeted sales interventions 

* Energy mix (Renewables) 

* Gauteng is the economic hub of SA and depends on 
electricity for growth 

* Demand for copper 


Internal context 


* Ageing infrastructure (asset life cycle) and funding 
requirements for this to remain sustainable 

« Legal and regulatory compliance requirements exposure of 
assets to severe weather incidents (climate change) 

* Safety (employees, contractors and public) 

* Strategic spares levels 

* Opex and Capex risks 

« Lead times in establishing electricity infrastructure 

* Reliance on information and telecommunications technology 

* Increase in security incidents 

* Skills gap 

* Unethical behavior 

* Back up/readiness to respond to major emergencies ° Plan 

* Cybersecurity 


+ Ageing workforce - Key Performance Indicators 


¢ Risks & Controls 
* Responsibility 
* Management 


Challenges 


* Funding for further infrastructure challenges 
* Managing capital constraints 

+ Revenue 

* Changes in technology 

* Change in consumer behaviour 

* Service delivery protests 


Figure 11: Risk Context 
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ERM Approach 


The risk management process is designed to ensure that risk management decisions are based on a robust approach, assessments 
are conducted in a consistent manner, and a common language is used and understood across City Power. 


The below figure 12 depicts the strategic process cycle which is underpinned by the Risk Framework (ISO 31000) that is cascaded 


into tactical risk management steps: 


Commit and Mandate 


* Policy Statement 
* Standards 
* Guidelines 
«RM Plans 
* Assurance Plans 


Review and Improve 


* Contrel Assurance 

* RM Plan Progress 

* RM Maturity Evaluation 
«RM KPIs 

* Benchmarking 

* Governance Reporting 


Figure 12: ERM Strategic Process Cycle 


Communicate and Consult 


Who are our stakeholders, what are their objectives and how shall we involve them? 


4 


a 


Monitor and Review 
Have the risks and controls changed? 


Risk Management Information System 


CITY POWER 


Communicate and Train 


* Stakeholder Analysis 

¢ Training Needs Analysis 
* Communication Strategy 
* Training Strategy 

« IRM Network 


a 


Structure and Accountability 


* Board Audit and Risk Committee 
* ExCo 

* ERM Working Group 

* Manager ERM 

«IRM Champions 

¢ Risk and Control Owners 
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Risk Management Objectives 


Risk Management has four main objectives, which are outlined below: 
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Figure 13: Risk Management Objectives 
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Key Strategic Risks 


The Board has demonstrated its governance oversight role over the entire risk management system by monitoring the strategic 
risk profile, risk management plan implementation, risk finance and Business Continuity Management performance. In fulfilling 
its governance oversight responsibility, the Board approved ten strategic risks that could threaten the achievement of the City 
Power’s strategic goals and performance targets for the 2020/21 financial year. 


Risks are documented and monitored on an ongoing basis. Risk treatment strategies are reviewed and updated as well as the 
identification of additional and new/emerging risks. 


The responsible risk owners are managing strategic risks at a Group Executive level with the Accounting Officer assuming over all 
accountability of the risk profile. Progress on risk performance is reported quarterly to the Audit and Risk Committee. 


The following risk matrix indicates the number of priority strategic risks based on their evaluation for consequence and likelihood 
as at the end of the financial year. 


Ten Strategic Risks have been approved: 


Severe/ 5 
Catastrophic 

Major 4 

Moderate 3 

Minor 2 

Insignificant 1 

A B Cc D E 
Remote Unlikely Possible Likely ee 


Figure 14: Strategic Risk Heat Map 
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Overview of City Power’s Strategic Risk Profile and Treatment Plans for the 2020/21 Financial Year: 


Risk indicator index: 


City Power 


Johannesburg 


renewal and expansion 
due to inadequate capital 
budget may lead to poor 
network performance and 
service delivery 


or major parts thereof 
and replacement of 
obsolete equipment 
in line with available 
2019/20 FY capital 
budget and failed 
equipment is recycled 
as a source of 
spares. Training and 
awareness of the 
routable process 

The percentage 

of Capex spent 

on refurbishment 
projects (95% of the 
allocation of capex 
budget assigned 

to refurbishment 
projects) 

Technology to develop 
specifications for 
security systems 


1. City Power may have Objective 1 ¢ Implementation of a Short to meduim term 
insufficient funds to meet and 6 ae revenue 
its financial obligations in enhancement plan 
the short term because ¢ Recovery of grant 
of revenue decline and funding 
cash flow which may * Verification of Eskom 
compromise business purchases 
operations, service delivery ¢ Reviewing data 
and financial sustainability analytics capability 
and customer- 
centricity 
* Operating cost 
efficiency drive 
2. Reduction of non-technical Objective 1 ¢ Revenue Short to medium term 
losses may not be realised, and 6 ae enhancement plan 
ultimately putting the * Meter to cash value 
financial stability and chain to ensure that all 
sustainability of City Power customers are billed, 
at risk that they are billed 
accurately and that we 
collect revenue 
¢ Disconnection of 
non vending prepaid 
meters 
3. Escalation of theft and Objective 4 ¢ Implementation of Short to medium term 
vandalism and 6 ame a comprehensive 
security improvement 
plan 
4. Inability to implement Objective 2, * Refurbishment of Medium to long term 
refurbishment, asset 3,4 and 6 ale obsolete equipment 
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Increase in outages 
and poor technical 
performance due to 


network unavailability and 
equipment failure results in 
loss of supply to City Power 


customers 


Objective 1, 
4 and 6 


Maintenance plan 
Demand acquisition 
plan to respond 

to critical network 
requirements 
Review of the SOP 
for the Outage 
management plan 
Enhancement of the 
Business Continuity 
Plan 

Supervisory Control 
and Data Acquisition 
(SCADA) Response 
Strategy 


Short to medium term 


Failure to capitalise on 


new market opportunities 


to ensure business 
sustainability 


Objective 1, 
2,3 and 6 


Mix energy solutions 
implementation 

Time of use has been 
implemented for large 
power users 

Data collection of 
customers that have 
alternative energy 
sources 

Participate in the 
Climate Action Plan 
Identify and invest in 
new set of skills for 
the business of the 
future 

Intensive 
engagement with 
customers to better 
understand their 
needs and customise 
solutions 


Medium to long term 


Unethical business 


practices resulting in fraud 


and corruption activities 


Objective 1, 
and 6 


Development of code 
of ethical conduct 
Training of managers 
on presiding 

and presenting 
disciplinary cases 
Develop a security 
(vetting) policy to 
cover employees and 
contractors 
Resolution of audit 
findings 


Medium to long term 


8. Non-compliance to 
legislation and company 
policies due to lack of 
enforcement on policies 
and SOPs 


Objective 6 
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Updating the 
regulatory universe 
on a quarterly basis 
Training awareness 
and enforcement of 
compliance matters 
Facilitate the 
development of 
Compliance Risk 
Management Plan for 
high impact areas 
Assist groups to 
develop or optimise 
management controls 
to enforce compliance 
Ethical code of 
conduct and ethics 


Short to medium term 


City Power 


Johannesburg 


9. Insufficient capability, 
capacity and commitment 
to deliver on the 
organisational mandate 


10. Cybersecurity 
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Objective 6 
and 7 


Objective 5 


Operating model, 
structure and 
deployment strategy 
redesign 
Competency 
framework 

including capability 
requirements for 
technical professional 
and leadership depth 
Skills audit and 
enhancing identified 
gaps through PDPs, 
workplace skills plan 
and succession plans 


Upgrade the network 
to address OT 
requirements and IT 
requirements with 
new technology 
Replacement of the 
legacy system with 
an up-to-date support 
system 

Renewal of licenses 
Implementation of 
network access 
control 

Replacement of all 
end-life switches 


Short to medium term 


Medium to long term 


Table 19: Strategic Risk Profile and Treatment 


LEGEND 


Very High 


© 
m 


3B 


Moderate 


Low 
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Risk Review 


Strategic risks are most significant to City Power’s ability to achieve its strategic objectives. The strategic risks were revised to 
align with the new directions to transition City Power from an energy distributor to an energy company. The key part of the review 
was to ensure alignment of the risks to the revised Business Plan Objectives. Due to an industry shift and the change that the 
business is undergoing to reposition itself, Exco reviewed and re-prioritised the risks. 


The key driving factors to review the strategic risks were: 


* To determine if risks were still relevant to the organisational (internal and external) strategic position and direction and if they 
are correctly rated. 

* To review the emerging risks to determine whether there were additional risks that relate to the business of the future. 

* Next steps include the final review and adoption of the revised risks as well as governance approval to align with the new 
Business Plan and revised business objectives. 

* To align the risks with the strategic risk identified by the Institute of Risk Management of South Africa (IRMSA) which is a 
representative professional body for risk management in South Africa. 


Revised Risk Register 


The revised strategic risk register consist of ten risks which have been rated and treatment plans have been included. The Audit 
and Risk Committee recommended the revised strategic risk register with proposed amendments, and the Board approved this 
on 28 May 2021. 


The strategic risk profile gives Management and the City Power Audit and Risk Committee, the Board and the Shareholder an 
opportunity to gain an insightful and holistic bottom-up view of key risks facing the organisation. It also enables them to take note 
of the level of effectiveness in the management of those risks, in order to increase the likelihood that set targets and approved 
Business Plan objectives are achieved. 
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Maturity Assessment 


We carried out a risk maturity assessment in the 2020/21 financial year to focus on the following: 

¢ To focus on how risk is managed in the organisation, the risk programs that have been put in place, 
¢ Measure the risk culture within the organisation, 

¢ Similarly compare the City Power risk program with other organisations of a similar nature. 


The diagram below, displays the ten key elements used for the Assessment: Risk Maturity Assessment Methodology. 
Outcome of the Risk Maturity Assessment 


Incentives 


and Governance 
Performance : and Decision 


Metrics Rights 


Individual 
Risk 


and Capabilities 


& Enterprise Risk Tracking and 
G 


Management Planning Reporting 
F : NX 
8 : 9 10 \ 
Ca | | 
wv IT Systems : Instruments : Skills and Training 
4° Risk management philosophy and communication 6° Exposure quantification 


Risk tolerance (impact and probability) 
RM procedures 


* Action planning based on cost/benefit analysis 


pac Individual plan summaries 
2 Human resources * Cross-risk comparison 
* Capital allocation * Decision rights 


3° Compensation incentives 


* Databases 
* performance goals 8 


* Monitoring Technologies 


: ste * Off the shelf RM packages 
4° Oversight responsibility 
+ Process accountability 
* Decision rights 6: Input Templates 
* Surveys/questionnaires 
* Scenario simulation Programmes 


Risk inventory 
Risk prioritisation 
* Portfolio assessment 10° RM incorporated into business decisions 
* Skills training 

* Communications 


Figure 15: Risk Maturity Assessment Methodology 


CITY POWER | ot INTEGRATED REPORT 2020/2021 


Johurs 


City Power 


a world class african city Johannesburg 


Outcome of the Risk Maturity Assessment City Power Asset Insurance Claims and Premiums 


A scoring matrix was used to evaluate each of the ten elements. The respondents selected the most applicable rating for each 
element. The evaluations were aggregated to determine the risk maturity assessment of the risk management program. 


The graph below depicts a 3-year (2018/19-2020/21) comparative view of the cost of claims against the premiums paid for the 
Asset Class Insurance (R’m) 

The diagram below displays the summary of the Risk Maturity Assessment feedback: From the graph it should be noted that although the cost of claims decreased during the 2020/21 financial year, the premium paid 
by City Power increased by 51%. This is mainly due to a volatile insurance market and the failure by City Power to implement the 
bulk of the proposed recommendations made during the insurance surveys relating to mostly upgrades and implementation of 
security at some of our major substations. 


Little or No Risk Control Linking Risks Stakeholder Think Risk 


Focus on Risk of Focus to Services Value Culture inaweawane 
Management M nienit ,000,000.00 
anageme 120.28 
i a ty 120,000,000.00 
1. Policy ° * 
sy *. 100,000,000.00 
* 
sei 71.73 
2. Resource and Capabilities A 80,000,000.00 63.72 
+ 
s 60,000,000.00 
3. Incentives and Performance — | ar | ‘ 
4 
iisines ‘ 40,000,000.00 
__— _ = . 
— . 20,000,000.00 
4. Governance and Decision . : 
aights ‘ 2018/19 2019/20 2020/21 
: ; ' Assets Assets Assets 
5. Enterprise Risk Management : 
; mg Premiums m Cost of claims 
6. Individual Risk Planning . 
. Graph 3: Insurance Claims Assessment and Premiums 
7. Tracking and Reporting Y 
7 
r 
8. Instruments ‘ Fy The following provides a cause and cost analysis for all Asset Claims including GPA claims during the financial year 2020/21 (R’m) 
s a 
t : 
9. IT Systems a Pa 
A. & 
*, ee 
10. Skills and Training 6 at 400 366 
[eu w® 
350 
Figure 16: Risk Maturity Assessment Feedback 300 ar 
250 
The outcome of the exercise gave an indication of where we are as an organisation and assisted to define priority areas based 200 
on the ratings. 150 
¢ The green line graph gives an indication of where we are currently whilst the orange line is where we want to be in the next 100 89 68.50 
financial year. In addition, the improvement recommendations will become action plans and will be incorporated in the 50 41,65 49 - 22.30 
Enterprise Risk Management Plan for 2021/22. ; | | nme 4,42 0,12 = fe] 
* The maturity assessments results continue to be a pivotal role in driving and improving the Enterprise Risk Management Damage to Infrastructure Fire GPA ClaimsT heft & Vandalism Total 


culture as well as assist in implementing and maintaining the enterprise-wide risk management principles and practices that ; ; a 
will ensure business sustainably and resilience programme. SNoler Celins: a) Eyimatea leas amount 


Risk Finance Performance Graph 4: Asset Claims 


The insurance unit forms part of the Enterprise-wide Risk Management department to ensure synergies with risk management ' 
and to solicit advice from the Group Risk Assurance Services (GRAS) insurance team at the CoJ where opportunities may exist 
for risk financing options to deal with some of the exposures. 


Different classes of insurance programmes are applicable to cater for assets, liability and employees. The day-to-day management 
of claims, and collaborating with the City to ensure a successful insurance underwriting renewal programme are among the 


department's key focus areas. 
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Assets and Liability Claims Reported to the Insurance Department Comparison of Gross Losses for the period July 2018 to June 2021: 
For 2020/21, a total number of 354 asset claims were reported. The estimated value of the registered asset claims for 2020/21 is 120 000 000.00 
R68.3 million. Larger losses are still under investigation and loss adjusters are compiling various reports as part of the insurance 103 917 259.14 
requirements. 100 000 000.00 
Group Personnel Accident: Twelve (12) employee injuries occurred during this financial year, as compared to thirty-four (34) in 80 000 000.00 68 377 213.57 
the previous financial year. 63 715 995.28 
60 000 000.00 
Insurance Risk Survey 39 11545871 43 999 651.17 
40 000 000.00 
Underwriting surveys were carried out at five of our depots to activate the Renewal Program for the 2021/22 financial year. A 21 757 221.04 
fundamental requirement of modern underwriting is to have a correct and specified risk profile at hand, which must be easy to 20 000 000.00 
understand, and objective as possible. In addition, a technically sound risk assessment is the basis for advice given by the insurer 
to the insured to comply with loss control services. : 
2018/19 2018/19 2019/20 2019/20 2020/21 2020/21 
Surveys primarily focus on the following key elements: Assets Liabilities Assets Liabilities Assets Liabilities 


* Fixed fire-protection systems 
* Building and utilities 

* Housekeeping 

* Security 

* Safety 


Various recommendations and proposed implementation dates are communicated to ensure adherence to all underwriting 
requirements, which will ensure adequate insurability for City Power. 


Public Liability Claims 


Graph 5: Gross Losses Comparison 


Business Continuity Management and Resilience 


Business Continuity Management (BCM) is a process of planning for any disruptive incidents. It involves identifying potential 
threats to the organisation and analysing their impact on its day-to-day operations. City Power as an essential service provider 
is required to ensure the business provides minimum acceptable service notwithstanding events of disruptions as customers are 
becoming increasingly intolerant of lapses in service. Therefore, business continuity management serves as a firewall system, 
which manages the consequences of disruption, which could lead to extensive operational delays that may well cause irreparable 
financial loss. 


Accepting that some identified risks could materialise, and that some unidentified risks could occur, there is a definite need to 
establish processes, structures, systems, skills, leadership and behaviours that support resilience at all City Power levels. This is 


Accidental Damage q R252,132.51 essential to arrive at organisation-wide application elements of resilience shown. The following figure represents the City Power 
Injury/Death 10 R15,091,000.00 BCM implementation roadmap: 
Load Shedding 6 R292,830.68 
Other 5 R720,966.59 Business 
Continuity 
Eoveluigars al BES! BUSINESS CONTINUITY IMPLEMENTATION ROADMAP Plans (BCP’s) 
Power Surges 168 R4,712,791.85 Development 
and 5 
Total 254 R21,757,221.04 Se Boe ey BvD are ey 
Continuity * Review and 
Table 20: Public Liability Claims : Management ; updating of 
Project Maturity Business company-wide Awareness and 
Initiation + Assessment Impact BCM Plans Testing 
: ; ; : . ; * Development of compliance Analysis, * Assess current + Develop Training 
Most of the Scull are callese my power surges, which GaInage Saad lacig applleiiens ces other SceipineMt: These ane mainly Spaced Pereaiozan. Threat Disaster ReAtironients 
caused by an influx of electricity into households and businesses. During the 2020/21 financial year, we experienced an increase continuity policy * Business Reseeenent Recovery (DR) * Conduct Testing 
in power surge related claims, which equates to 66% of all submitted claims. and framework Continuity and Strategy SEH Up of BCM Plans 
Maturity 6 Deanne * Review and * Development 
Assessment critical business Onda Dean of BCM 
Despite the reported third party injuries being low in number, they contribute to the highest claims values. These reported claims . processes and vs Reporting 
‘ ‘ templates which 
mostly relate to legal notices and summonses received. resource will facilitate 
requirements 4 ; 
as well as easy reporting 
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threats to and tracking 


continuity 
BCM risk 
assessments 
and risk 
registers 


Figure 17: Business Continuity Management Implementation Roadmap 
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In light of the recent global pandemic (COVID-19), the need to have robust continuity plans and disaster strategies has been 
heightened. The following are some of the activities and major achievements in terms of Business Continuity for the financial year 
2020/21: 


* Developed and approved BCM Policy 

* Reviewed BCM Framework 

* Signed-off and approved Business Impact Assessments (BIA) 

* Reviewed business continuity plans 

* Conducted a business continuity management maturity gap analysis 


In conclusion, the Business Continuity Management programme life cycle has been initiated with the primary focus being to 
enable (groups/functional areas) to understand the philosophy, process, roles and adequately locate the BCM type risks within 
their respective groups. It must be noted that the organisation is only in the early phase of risk maturity and to drive this requires 
a lot of interface and deliberate efforts to educate business on what risk is about and most importantly how it integrates with 
business processes, plans, targets and objectives. 


2.8. Corporate Ethics and Organisational Integrity 


The City Power Board, is responsible for the ethical culture of the organisation, with support and oversight provided by the 
SEHRC. We are committed to embedding a strong approach in this regard and it offers a structured forum for the monitoring, 
measuring and reporting of the ethics and certain other non-financial aspects of City Power’s business. The SEHRC is governed 
by terms of reference which details its duties in terms of the Companies Act and King IV, as well as responsibilities allocated to it 
by the Board. This Report is presented in accordance with the requirements of the Companies Act. 


A quarterly report is submitted to the Committee, which focuses on the following fourteen areas of reporting: 


We believe that a social enterprise is an organisation whose 
mission combines revenue growth and profit-making with the 
need to respect and support its environment and stakeholder 
network. This includes listening to, investing in, and actively 
managing the trends that are shaping today’s world. We strive 
to be an organisation that shoulders its responsibility to be a 
good citizen (both inside and outside the organisation), serving 
as a role model for our peers and promoting a high degree of 
collaboration at every level of the organisation. 


Our business’s reputation and value are built on City Power’s 
commitment to being a responsible and ethical business. 
Our business principles are the foundation for how we do 
business wherever we operate. Our Ethical Conduct supports 
our ability to act within these principles. We cannot anticipate 
every ethical issue we may face, but our business principles 
are designed to ensure that stakeholders know City Power will 
always strive to choose the responsible option. 


Social Impact Programmes 


Sustainable Environmental Practices 


Partnerships with Communities 


Adherence to Safety Standards 


Stakeholder Engagement 
Procurement Spend 


Ethical Procurement Practices 


Code of Ethical Conduct 


Enterprise & Supplier Development 


Fair Labour Practices 


Community Up-Skilling 


Culture & Diversity 


Employee Well-Being Programs 


Governance Structures 


Table 21: Social, Ethics & HR Committee Reporting Areas 


City Power believes that good ethics and business together produce the best long-term results for all City Power’s stakeholders. 


The objective of the Code is to strive to: 


« Ensure that everyone involved with City Power conducts business with the highest standards of ethics, desired business 


conduct and professional behaviour; and 


* Ensure that the integrity of both City Power and its employees is not compromised. 


In summary the Code explains the standard of behavior at the workplace, towards fellow employees and stakeholders. 
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2.9. Compliance Management 


City Power is committed to the establishment of a workplace environment that is characterised by compliance to relevant Legislation, 
Regulations, and By-Laws of the CoJ and City Power Policies. Compliance by City Power is an imperative issue for consideration 
taking into cognizance Section 214 of the Companies Act No. 71 of 2008, which explicitly prohibits false statements, reckless 
conduct and non-compliance by companies. Consideration of compliance is further imperative to maintain a good reputation and 
a high level of corporate governance practice. 


Compliance and Regulatory Universe 

City Power has a regulatory universe consisting of a total of 89 pieces of legislation, regulations, by-laws and policies that have 
been identified as having a direct effect on the City Power business. Although some pieces of legislation may not directly affect 
City Power, secondary impacts for these must still be considered. For example, service providers, subsidiaries and associates 
may be required to implement certain legislation and City Power may be held ultimately accountable for compliance with such 
legislation e.g. supply chain/sub-contracting and outsourcing of services. 

Refer to page 32 for our compliance and regulatory universe. 


Compliance Monitoring 


In the year under review, following compliance assessments were conducted in seven departments of which six attracted adverse 
findings as outlined below: 


National Regulatory Standard 


Status unchanged. Ongoing 


Metering Services | NRS 047 Standard (that deals with ale Ongoing 
monitoring follow up 


the frequency of meter reading.) 


Status unchanged. Ongoing 


Engineering NRS 047 Standard Clause 4.5.3 (TY Ongoing 
monitoring follow up 


Operations (that deals with the restoration of 
supply after forced interruptions) 


Disaster Management Act COVID-19 Regulations and Directive COVID-19 OHS Measures in the Workplace 


Human Clause 6 focuses on symptom ale Ongoing Status unchanged. Ongoing 
Resources screening monitoring follow up 
Clause 7 focuses on sanitizers, ale Ongoing Status unchanged. Ongoing 
disinfectants and washing of hands monitoring follow up 


Municipal Finance Management Act 


Finance MFMA Circular 71 (8% on repairs Ongoing Status unchanged. Ongoing 
and maintenance expenditure on é ; monitoring follow up 
current assets.) 


International Standards for the Professional Practice of the Internal Auditing (Standards): 


Status improved. Ongoing 


Internal Audit Standard 1300: Deals with the Ongoing 
TY monitoring follow up 


development of a Quality Assurance 
and Improvement Program 


Government Communication and Information System (GCIS) 


Relationship Chapter 22 of GCIS: Requires that Ongoing Status unchanged. Ongoing 
Management every organisation develop a Crisis monitoring follow up 
Communication Plan. 

Draft to be sent for review process 


Table 22: Adverse Compliance Findings 


LEGEND ea Very High eTY High a’ Moderate a” Low 
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All returns in respect of Income Tax, PAYE and VAT are up-to-date and have all been submitted timeously. With regard to Income 
Tax, the following are legal disputes with SARS: 


a) Application for exemption from Income tax — Application has been denied 

b) Disputes with SARS on wear and tear allowances claimed. Matter is progressing to Tax Court — Awaiting Court date 

c) PAYE- SDSL holiday reflected as amount owing to SARS - Issue has been resolved. SARS credited the account 

d) The amounts owing per the statement from SARS is substantial - Amount will remain as outstanding as long as the bad debt 
and wear and tear allowances remain in dispute. 


Compliance Monitoring Plan for FY2021/22 


City Power will continue with the compliance awareness campaigns, training and regular workshops to instill the culture of 
compliance in the organisation. In addition to the recently compiled compliance manual meant for all employees and service 
providers, the compliance monitoring will continue in accordance with the annual compliance plan. The interventions mentioned 
above are meant to embed the compliance culture through coordinated efforts with internal stakeholders, namely the Business 
Performance Managers and Group Management Committee. Further collaboration is done with external stakeholders such as the 
National Treasury, National Energy Regulator of SA, and CoJ Group Compliance to monitor and discuss compliance issues and 
matters related thereto. 


The compliance monitoring plan for the financial year 2021/22 is set out below: 


No. Name of Group Period 
4. Human. Resource and Transformation Group — Lack of critical skills and resources Ql 
Human Resource and Transformation Group — Fraud and corruption Q2 
3. Human Resource and Transformation Group — Weaknesses in internal alignment of strategic objectives Q1-Q4 
with APPs and KPIs 
4. Engineering Operations/Engineering Services/Metering Group — Loss of supply to customers Q2 
5. Finance Group - Challenges to financial viability Q3 
6. Finance Group - Heavy reliance on grants, loans and own funding Q4 
i: Enterprise Support — Disruptive technologies Q4 
8. Enterprise Support — Cyberattacks (data fraud and data theft) Q4 
9. Engineering services — Failure to retain current and secure new customers Q4 


Table 23: Compliance Monitoring Plan 
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= —§s - S @ c 2.10. Occupational Health and Safety Report 
n O's Ot os Re) t Zw@s 
Sie sseea et |25 _- ofS sh BES res 
co = © oO =- r= fo) st Oo —- © % : : i 
§ 8 2 2 eS 3 S 3 E = < = g © z ob 7 RS Y 23 3 . @ 2 This section focuses on performance of SHERQ Management System based on the ISO 9001:2015 (Quality Management), ISO 
5 22 2 20 3 Zz 5 ee in a o 9 & = 8 =. S 8 7 3 8 8 & 3 14001:2015 (Environmental Management), ISO 31000:2018 (Risk Management) and ISO 45001:2018 (Occupational Health and 
eh ~ — abcd! = = a = Safety) Standard Requirements for the FY2020/21. 
® SB g Highlights for FY2020/21 
‘9 = S 
z © Z 
= © = ¢ Disabling Injury Frequency Rate (DIFR) has been maintained below <1 
Zz a Zz ¢ Legal appointment of all Exco members as 16.2’s by the CEO 
2 * Ongoing induction of newly appointed Graduates-In-Training (GITs) to date 72 training sessions have been conducted 
S ¢ Induction of labour contractors (681) 
8 S € ¢ Appointment of the strategic partner: Implementation of the ISO 2015 version (IMS) Management System and staff training — 
7 > 
8 8 2 migration from OHSAS 18001: 2007 to ISO 45001:2015 Version (Occupational Health and Safety) Management Standard 
a 8 g 
aa wa Zz SHERQ Management System 
(0) 
S sae 6 An Integrated Management System is a system that integrates all City Power’s systems and processes into one complete 
o— 
e 3 a9 7 bes framework. These are not separate systems; instead, they are an integrated management system with linkages so that similar 
s s s @ 8 : processes can be managed seamlessly and performed without duplication. The purpose of an Integrated Management System is 
a n 
= a ae bd © 3 5 to streamline similar processes to allow the business to work as a single unit with united objectives and thereby better meet the 
=| So - : ; ; 
£ = rs} 3 2 2 Ee 3 needs of the business and its management and operations. 
£5 2588 £ 5/85 
5 % © = 3 5 > SG & = In keeping with its vision of being a “World Class Energy Utility’, City Power commits to adhere to the guidelines of the Integrated 
3B 8 s 2 5 5 3 5 g = Sx ISO SHERQ Management System, focusing on the performance of the organisation as per the items outlined in the areas stated 
29 $8 p= =O S Pies on Purpose. 
oE D 6 faye s!\e 
258 BHF TEER OG 
2 = 5 38 5 g 8 2 . a 8 2 City Power’s Integrated ISO Management System is based on the latest 2015 version, and aims to improve the overall performance 
£ S 5 aa ans o g 5 g of the business processes. 
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Employee Safety 


City Power considers its employees, customers and contractors as its most valuable assets, hence compliance to the requirements 
of the Occupational Health and Safety Act, ISO 45001: 2015 and other relevant pieces of legislation and policies is of the utmost 
importance. The DIFR at City Power has been below the international threshold of <1 since 2002 and this is attributed to the 
commitment of top management and all relevant stakeholders. 


For the period under review, the business incurred sixteen (16) which resulted in City Power’s DIFR of 0.91, which is an increase 
from thirteen incidents in the previous year. There was no employee fatalities for the year under review. The graph below depicts 
a 12-months measure in terms of section 24 of the Occupational Health and Safety Act 85 of 1993 incidents reported to the 
Department of Employment and Labour. 


The graph below depicts a 12-month performance cycle per group for the period July 2020 to June 2021. 


3,50 
3,00 
2,50 
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Aug- Sep- Oct- Nov- Dec- Jan- Feb- Mar- Apr- May- Jun- 


(=) 


[o) 


Jur20 50 20 «20: «2002«20s2sia2tsitsiis 
Eng Ops(COO) 0,46 0,46 0,46 0,73 0,82 0,73 0,91 0,91 1,18 1,18 1,28 1,09 
=Eng Asset Develop(COO) 1,04 1,04 1,04 1,04 1,04 1,04 0,00 0,00 0,00 0,00 0,00 0,00 
= Retail(COO) 0,68 0,00 0,68 0,68 0,68 0,68 0,68 0,68 1,35 1,35 1,35 1,35 
= HRT 0,00 0,00 0,00 0,00 0,00 0,00 0,59 0,59 0,59 0,59 0,59 0,59 
= Security Man(COO) 0,00 0,00 0,00 0,00 0,00 0,00 0,50 0,50 0,50 0,50 0,50 3,00 
m= Target 1 1 1 1 1 1 q 1 1 1 1 1 
= City Power 0,46 0,40 0,46 0,63 0,68 0,63 0,74 0,74 0,97 0,97 1,02 0,91 


Graph 6: Disabling Injury Frequency Rate Performance Graph 


Contractor Safety 


For the period under review, eight incidents were reported. One security officer sustained wounds after being shot at. Six 
contractor employees sustained electrical burns and one fatality incident was recorded. As part of City Power efforts to address 
contractor safety, City Power has ongoing planned internal and external contractor audits as well as ongoing inductions training 
and awareness campaigns. 
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Public Safety 


The risk of theft and vandalism, tampering and illegal connection on the City Power network remains a greater challenge resulting 
in permanent and or partial and temporary disability, and sometimes even fatalities. For the period under review, 20 incidents were 
recorded, of which 15 were fatalities and five were injuries. 


Comparatively, this is an increase from the previous financial year of nine fatalities and three injuries. This increase is attributable 
to the social impact brought about the global social and economic challenges (pandemic impact, loss of jobs, unemployment, 
etc.), leading to theft and vandalism as well as illegal connections on our network. City Power has an approved comprehensive 
theft and vandalism strategy addressing the above challenges and augmented interventions, which are focused on community 
safety education. These interventions will be implemented with support of an external strategic partner, and will be in place by the 
second quarter of the financial year 2021/22. 


Environmental Safety 


City Power is ISO 14001: 2015 (Environmental Management System) certified and complies with all relevant environmental 
management principles. The importance of environmental management is to protect and establish procedures for ensuring 
environmental sustainability. As we carry out our daily duties of supplying electricity to the customers, it is important not to neglect 
our environment and practice our environmental management procedures that are required. 
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Sustainable Environmental Practices 
The following environmental projects were undertaken during the year: 


The Rand Water Infrastructure Upgrade 

City Power has been experiencing outages in the Roodepoort area due to technical challenges, theft and vandalism and damage 
of electrical cables of which the latter was by other stakeholders such as Rand Water as they upgrade their infrastructure. 

Rand Water lodged a complaint to the CoJ EISD — Compliance and Monitoring division about the damage of the installed gabions 
structures on the stream by City Power when the latter conducts the maintenance of its electrical cables. The Shareholder is 
mediating in this regard as these entities have to comply to environmental statutes. 


Eldorado Park Substation Upgrade 
The substation is an existing 88/11kV, which is currently equipped with 3x 80/11kv 45MVA Transformers, 2x11kV feeder boards 


and 1x11kV standby board. The Shareholder as part of compliance monitoring conducted a site visit to Eldorado Park substation. 


The table below outlines the findings and management response. 


injuries to employees, contractors and 
members of the public 


2.11. Anti-Corruption and Fraud 


The Board of City Power has set the ethical tone for the business. To enable this commitment, we adopted a “Zero Tolerance” 
stance towards fraud and corruption in line with the CoJ priorities. The anti-corruption and fraud policy and the whistleblowing 
policy are in place, approved by the Board. Both policies are meant to enable and encourage employees/contractors and members 
of the public to report any fraudulent and corrupt activity relating to City Power. These policies work in conjunction with the various 
reporting mechanisms in place including the independent dedicated ‘tip off’ anonymous communication channel administered by 
the CoJ. The fraud investigations function is performed by the GFIS. 


2.12. Security Risk Management 

During 2020/21 financial year, cable theft and vandalism incidents increased by 13.6% compared to 2019/20 financial year. The 
number of cable theft and vandalism incidents during the reporting period increased from 1,639 in 2019/20 to 1,899 in 2020/21 
financial year, see graph 7 below. The increase is attributable to a spike in cable theft and vandalism on the geographical area of 


supply under Reuven and Lenasia depots. Cable theft and vandalism remain a constant threat to City Power business. 


Total incidents 


1 Housekeeping Haphazardly placed building materials at site | Building material must be stored in 3000 

can cause incidents one selected area 2500 
2 Alien vegetation Reduction of stream water flow Alien invasion control method 2000 
3 Unstable base wall Unstable base wall can collapse and cause | Building retaining wall 1500 


1000 


500 


6 it 


4 Stockpiles of rocks and soil | Stockpiles can result in soil pollution through | Stockpiles must be removed away 
near wetland soil erosion or sedimentation to the wetland | from wetland July Aug Sept Oct Nev _ van Bobi} Maren | eet! May June} ‘Total 
mActual 14/15 237 238 207 221 217 194 204 205 213 208 218 146 2508 
5 Construction of oil dam near | Overflowing of oil from the dam infiltrate | Building of oil holding dam with an mActual 15/16 134 135 111 172 150 149 119 116 97 112 115 120 1530 
the wetland through the soil or groundwater which will | outlet for maintenance purpose ca ie id “et ie ue ii is i a ial | ae 
: wActual 17/18 140 122 107 125 146 146 143 132 154 125 150 154 1644 
result in pollution to the wetland Actual 18/19 140 160 143 151 152 141 129 135 193 169 200 152 1865 
m Actual 19/20 132 145 105 161 155 111 168 140 160 92 152 118 1639 
Table 25: Findings and management response Actual 20/21 98 104 110 151 114 206 144 188 265 243 162 114 1899 


The pictures below gives a clear reflection of major risks on site 


Graph 7: Comparison of Total Security Incidents 


During the year under review, 80 suspects were arrested for cable theft, vandalism and other criminal activities associated with 
electricity supply, compared to 85 suspects arrested in the previous financial year. The threat environment reflects that criminal 
syndicates continuously adapt their modus operandi and at times collaborate with insider threats such as contractors. 


Total Suspects Arrested 
300 
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July Aug Sept Oct Nov Dec Jan Feb March April May June Total 

Actual 14/15 32 34 28 40 29 21 19 8 28 20 20 16 295 
m Actual 15/16 15 37 10 22 25 7 14 1 10 9 22 12 194 
m Actual 16/17 11 9 6 16 18 18 14 5 12 8 15 11 143 
w Actual 17/18 9 5 8 9 5 14 15 2 7 16 18 12 120 
mw Actual 18/19 3 5 8 25 9 3 11 8 8 5 2 3 90 
m Actual 19/20 13 1 2 al 3 7 9 2 13 27 3 4 85 
mw Actual 20/21 2 3 7 11 5 11 2 ra 4 13 8 80 


Picture 1: Wetland is located Picture 2: Alien vegetation growing on Picture 3: Construction of oil dam near Graph 8: Comparison of Total Suspects Arrested 
approximately 15 metres away from the _ site the wetland 
site 
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During the period under review, minimal security-related incidents resulting to loss of supply occurred in high-critical infrastructures, 
i.e. bulk intake substations and inner-city underground tunnels, except the Kelvin Yard where security was breached more than 
two times. Security risk analysis pointed to dilapidated physical security barriers such as perimeter fencing, perimeter lighting and 
vegetation control. Stabilisation of inner-city underground tunnels has borne positive results wherein the last security incident 


Johurs 


a world class african city 


2.13. Information Communication Technology (ICT) 


City Power 


Johannesburg 


We recently undertook a strategic review of ICT and established the vision of City Power being a world-class digital energy utility. 


resulting in the loss of supply last occurred in November 2018. 


In 2021/22, security risk programmes to reduce the scourge of cable theft will be improved and will be based on five high-level 
pillars as depicted below: 


Physical Security 


Barriers 


Restore physical 
security barriers: 


Vegetation control 
Perimeter Fence 
repair/new 
installation 
Perimeter and area 
lights 

Doors, windows and 
locks repair 

Door and window 
burglar proofing 


eS 


Integrated Security 
Systems 


Install integrated 

security systems such 

as: 

* CCTV cameras 

* Multiple alarms 
(intruder, fog, gas) 

* Optic fibre/ 
microwave or beam 
sensors 


=> > 


Figure 18: Network Security Improvement Plan 
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Partnership with 


Community-Based 


Crime Prevention 
Structures 


Key activities: 


Alarm response 
substations/ 

local centres 

Patrol network in 
area of responsibility 
Verify credentials 

of people working on 
network 

Effect arrests 
Force-multipliers 


Intelligence 
Service and 
Operations 


Target identification 
and reconnaissance 
Surveillance 
operations 

Arrest operations 
Case managment 
Prosecutorial support 
Case close out 
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Armed Static and 


Mobile Security 
Service 


Deployment at critical 
areas 


Bulk intake 
Tunnels 

Selected major 
substations 

Hot spot areas 
Mobile response 
to incidents 

and complaints 
Scenes verification 
and case opening 
Escort service 
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This vision for the future requires an updated ICT strategy and governance framework which meets the requirements of four key 
influences; key to this is the City Power’s strategic mandate, complementing the CoJ’s overarching strategy. In addition, City 
Power’s governance of ICT needs to comply with regulatory and statutory obligations, such as the Department of Public Services 
and Administration (DPSA) and the South African Local Government Association (SALGA) framework and guidelines on ICT 
governance respectively. Currently City Power does comply with regulatory and statutory obligations. Lastly, in order to transform 
into the digital utility of the future, City Power ICT must keep pace with current global trends in the industry. 


Digital Utility Trends 


CITY POWER 
ICT Strategy & 
Govemance 


oe 
SALGA = 


ee 
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Regulation and Compliance Requirements 


Figure 19: ICT Strategy and Governance Influences (Project Okhela — Target State Review ER2) 
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Business Plan Alignment 


| Fl To read more on our Business Plan refer to our value creation story on page 42 
~—- 


Our ICT vision and mission is to enable the business to achieve its strategic objectives by transforming ICT from being an 
operational enabler to business value creator, enabling operational excellence, innovative business opportunities, customer- 
centric service delivery and a platform for a world-class digital energy utility business. 


5 Business Enabler 
3 Strong business involvement To be a strategic partner to business and enable City Power to be the leaders in Smart 
z Grd through works-ciass ICT infrastructure 
; Service Provider 

Extended business To consolidate and align ICT and Engineering projects and activities into a value chain 
§ volvement addressing the business priorities of Cty Power and that of the City of Joburg and MOEs 


To consolidate and align ICT and Business Support Service projects 


To drive towards comvergence of IT and OT towards substation automation to minimise 
outages 


Provide leadership in the smart grid architecture for City Power to reduce losses 
lengrove Governance for ICT 


ICT Leadership 
and Innovation 


@ short-term rote 
@ Long-term rote 


Increase Revenue and Reduce Costs 


@ Current rote 
Outage Reduction through Monlioring and Control and Auto-Healling 


Management of Risk and Reporting on Complance 
Innowatton through Automation and Community Participation 


Figure 20: ICT Business Plan Alignment 


Assessment of ICT Governance 


ICT has implemented governance practice using a schedule of governance meetings including the Planning, Projects and 
Operational meetings. 


ICT Governance Performance 


The Board approved policies concerning the governance and control of ICT Asset Creation, Procurement 
and Support: 


« Acceptable Use Policy 

* Change Control Policy 

¢ ICT Information Security Policy 

* ICT Service Continuity Policy 

* Information Technology Service Management (ITSM) Policy 
* Cloud Computing Policy 

« ICT Programme Governance Policy 

* Mobile Device: BYOD Policy 
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ICT Project Management 


On a yearly basis ICT develops a demand plan based on the request from business. In the financial year under review, ICT 
received 14 high level requests. 


Two requests were completed: 

« Upgrade of SharePoint (intranet, extranet, internet) system from 2013 to 2016 version has been completed and upgrade to 
2019 version to be started. 

¢ Whitelisting of Forcelink has been completed and rolled-out. 

ICT Business Continuity 

Disaster Recovery Site 

The existing DR site is not adequate as its capacity is not sufficient to cater to all critical applications. A DR site with adequate 

data centre facilities, computing, and storage to cater for all critical applications has to be put in place in order to ensure business 

continuity in the event of a disaster. 

The plan is to address the disaster recovery site using a hybrid strategy implemented in a phased approach. 


The hybrid strategy will involve the following: 


« Upgrade of the existing DR site for hosting of critical applications. 
* Hosting of less critical applications at an externally hosted DR environment. 


Disaster Recovery Testing 


The disaster recovery test exercise was conducted for SAP platform. While the test for SAP was considered adequate, additional 
storage is necessary to cater for growth and increasing demand as new applications are commissioned. The plan for backups is 
to consolidate the two backup solutions into one for ease of management. ICT is currently engaging DELLEMC to come up with 
a solution. The recommendation is to put in place the consolidated backup solution that will cater for all applications including the 
ones taken over by ICT such as SCADA, GIS and OWMS. 
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Virtual Office Status - Working from Home 


We are continuing to implement additional infrastructure and technologies as well as automate business processes required to 


enable the employees to perform all functions without the need to come to the office. 


Cybersecurity 


VIRTUAL 


OFFICE 


Figure 21: Virtual Office Infographic 


A variety of solutions have been deployed to allow for employees to work from remote locations in a seamless manner without 


disrupting the expected levels of service delivery, in this regard 60% was delivered. 


a =] To read more on our COVID-19 initiatives refer to page 13 


—_ 
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Cybersecurity 


Since the cyberattack incident that City Power experienced last year, decisions were made to implement systems or tools to close 
the gaps identified to prevent or minimise the risk of being attacked again. Below are some of the implemented tools used to 
proactively discover the threats, risks, and vulnerabilities in City Power’s cyber environment: 


« McAfee ENS 

« McAfee ATD and TIE DXL 

« McAfee DLP 

« McAfee Database Security 

« MDM Lockout Tool 

* CrowdStrike Falcon Endpoint Protection 
* Tenable Nessus Vulnerability Tool 
* RSASIEM Tool 

«  FortiClient VPN 

« Juniper SSL VPN 

* Perimeter Firewall 

* — Internal Firewall 

« SOC 

« DNS Security 


Although ICT has implemented the abovementioned tools now, constant incident prevention, detection, monitoring and adaptation 
is necessary to prevent vulnerabilities. This is a threat not only for City Power but for both private and public companies. The 
work-from-home arrangement also necessitate stringent ICT securities to make it easier for City Power employees to work from 
home or remotely from any internet-connected place while still maintaining the level of security just like when they are in the office. 
The company monitors its known threats; with all cyber incidents City Power has been able to prevent information theft and loss. 


ICT Key Achievements for FY 2020/21 


* Completed the GIS upgrade project 

« SCADA System Upgrade (Spectrum V3 to Spectrum V7) 

* Outage Management System (OWMS) (Forcelink) Upgrade 
« Virtual Office — Work from home: 

¢ Virtual Private Network — FortiClient VPN rollout 

* Skype for Business and Microsoft Teams 

* Laptop replacement programme 

« APN with data sim cards 


ICT Key Focus Areas for FY 2021/22 
Connectivity: 

* APN/Data Cards — rollout to the business 

* Whitelisting (Outage Management System) 


« Explore the ability for City Power users to call each other at no cost to the users 
* Deployment of new network switches and wireless APN devices 


a 
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Process Automation 


¢ Electronic document (workflow and the digital signature) 

¢ Implement Cybersecurity treatment plan 

¢ Intensify Security Awareness Campaign 

¢ Increase the digital workforce from 90% to 100% on engineering operation and metering services 

¢ Disaster Recovery Site for critical applications (dependent on budget availability) 

¢ Development and implementation of ICCP (Inter-control Centre Communication Protocol) interface between SCADA and 
Forcelink Outage Management System 

¢ Establish RTU connectivity for 134 substations 

¢ Bi-directional interface to SAPPM to facilitate equipment update/customer technical master update to CoJ 

* CoJ master data update — development in progress 

« Real-time SAPPM/City Works interface for update of NSC information 

* Capability for field worker to verify correct meter installation premises 

¢ Confirmation that field worker has received work instructions 

* Expand the scope of City Works to handle the execution of all new builds 

¢ Expand the scope of the GIS/SAP PM integration to include additional fields 


2.14. Data Governance 


We resolved to incorporate KPIs and measurements of data quality into the Company Balanced Scorecard to replace the trust 
and auditability of the data asset in stakeholders and decision-makers’ hands. We recently undertook a strategic review of data 
management and established the vision of City Power being a world-class smart energy utility. This vision for the future requires 
an updated data management strategy and governance framework that meets the City Power’s strategic mandate requirements, 
complementing the Cou’s overarching strategy. In addition, City Power’s governance of data needs to comply with regulatory and 
statutory obligations, such as PAJA and POPIA. Lastly, in order to transform into the digital utility of the future, City Power data 
management strategies must keep pace with current global trends in the industry. Our overall data accuracy stands at 78%. 


Business Plan Alignment 


L|Fl To read more on our Business plan refer to our value creation story on page 42 
La | | 


Our Data Management mission is to institute, enforce and monitor compliance to data and process governance controls following 
ISO 31000 to enable the business to be able to make decisions about quality data, realize value from it, minimize cost and 
complexity, manage risk, and ensure compliance with the ever-growing legal, regulatory, and other requirements. Our vision is to 
establish an organisation-wide value chain-driven culture, Institute a good data governance culture and stewardship and position 
data as a corporate asset that enables a smart grid. 


Data has become a critical asset in any business and City Power is no exception. While it has been a ‘buzzword’, the concept 
of big data has truly started to gain traction and embed itself in City Power’s consciousness over the past year or so. Anumber 
of initiatives have been implemented to manage the capturing, processing, storage and transmission of data in a more secure, 
reliable and auditable manner. This capability has been implemented in selected areas of the business; it is still to be fully 
institutionalised. 


Data’s potential to revolutionise the way City Power function behind the scenes, at a strategic level, is a significant part that is 
gaining traction and will enable the organisation to move into an insight data organisation. 
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Assessment of Data Governance 

Enterprise Support has implemented governance practice using a schedule of governance meetings including the Planning, 
Projects and Operations meetings. These engagements have been to ensure that there are data standards developed in various 
areas of the business. 


Data Governance Performance 


Framework Status Summary, as it relates to the implementation thereof: 


Legend: 


|| Not Started 
|| In Progress 
|| Completed 


Data Quality Policy 


Data Management Strategy 


Data Management Policy 


Business Process Management 


Framework 
Stakeholder Management Framework ew 
Data Classification & Security Policy ew 


Table 26: Data Governance Framework Status Summary 


Data Management Operations Status 


The data access and security has been 
incorporated into the Enterprise Data 
Classification Policy. This policy has been 
recommended to Board for approval 


Data Access Standards 


Data & Process 
Management . 
Governance 


SAP Org Management Standard 


Stakeholder Management Framework Completed and has been signed off 


Business Process Methodology 


A total of 54 business processes across the 
organisation have been mapped and are 
currently being signed-off 


Business Process 


Business Process Re-engineering iandgament 


Analytics & Reporting 


Table 27: Data Management Operations Status 
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BEE Spend in Respect of Suppliers and Contractors 


Completed Fully Automated 


Strategic KP! Dashboards 80 0 ; a ree 

The year to date spend on 51% black owned companies amounted to R2.8 billion which is 60.81% of the total procurement spend 
Operational Losses and Profitability Analysis 3 0 and is above the set target of 45%. 
Revenue Model 13 0 Procurement spend on 30% black women owned companies amounted to R1.7 billion which equates to 37.02% of the total 
Billing Management 25 0 procurement spend and is above the set target of 15%. 


Performance Management - SLS DPM Data 14 


Analytics 


The year to date spend on 51% black youth owned companies amounted to R307 million which is 6.66% of the total procurement 
spend and is above the set target of 5%. 


Balanced Scorecard (Company Level KPIs) 


Procurement spend from companies that are 51% owned by black people with disabilities and black military veterans amounted 


Capex Programme Poriommarnce And to R29 million which equates to 0.65% of the total procurement spend and is below the set target of 1%. 


Funding Management — Technical Assets 


Tactical KP! Dashboards 


Operational KP! Dashboard 


Table 28: Expenditure and BBBEE Representations for the Entity During the Financial Year 2020/21 ; a ; : ; . ; : 
Below is the table that indicates the expenditure and BBBEE representations for the Entity during the financial year 2020/21. 


2.15. Supply Chain Management and Broad-Based Black Economic Empowerment 


Since 1 October 2005, we adopted Supply Chain Management systems in compliance with the provisions of the MFMA and the 
National Treasury: Municipal Supply Chain Management Regulations. 


Procurement spend from 
We implemented the three—stage bidding processes with separate bid specification, bid evaluation and bid adjudication committees. suppliers that are 51% black % 51.22 39.24 51.52 51.52 45.00 73.81 
All awards in excess of R40 million, are referred to an independent probity audit at the discretion of the Accounting Officer, to owned 


review the entire bid process's validity for assurance. Procurement spend from 


suppliers that are 30% black % 18.36 16.17 29.05 40.63 15.00 40.63 


All other awards made through Regulation 36 of the MFMA, are continuously reported to the relevant governing structures for woman owned 


notification. No Regulation 32 and unsolicited bids were approved by the Entity during this period. 


Table 29: BEE Spend 
Accreditation of BBBEE in respect to both the Supplier and Contractor 


From 1 July 2016, National Treasury is responsible for accreditation of suppliers through its central supplier database where 
all suppliers who want to do business with government entities can register their businesses. Suppliers and contractors are still 
required to submit BBBEE certificates to City Power, which will show their contribution levels, thus enabling reporting on BBBEE 
spend. 


CITY POWER 118 INTEGRATED REPORT 2020/2021 CITY POWER 119 INTEGRATED REPORT 2020/2021 


Total spend 1,555,395,837 1,192,015,267 874,791,550 991,945,529 | 4,614,148,184 
Procurement spend from 
suppliers that are 51% black R 865,048,838 | R715,198,716 | R533,106,066 | R692,420,216 | R 2,805,773,836 
owned 
% Spend 55.62% 60.00% 60.94% 69.80% 60.81% 
Target 45% 45% 45% 45% 45% 
Procurement spend from 
suppliers that are 30% black R 582,870,103 | R 492,521,825 R 340,415,598 R 292,303,151 | R 1,708,110,677 
women owned 
% Spend 37.47% 41.32% 38.91% 29.47% 37.02% 
Target 15% 15% 15% 15% 15% 
Procurement spend from 
suppliers that are 51% black R 108,604,463 R 60,437,141 R 66,452,706 R 71,634,604 R 307,128,915 
youth owned 
% Spend 6.98% 5.07% 7.60% 7.22% 6.66% 
Target 5% 5% 5% 5% 5% 
Procurement spend from 
suppliers that are 51% owned 

Leds ore e R 9,905,357 R 13,846,479 R 201,598 R 5,975,626 R 29,929,061 
by black people with disabilities 
and black military veterans 
% Spend 0.64% 1.16% 0.02% 0.01% 0.65% 
Target 1% 1% 1% 1% 1% 


Table 30: Emergency Procurement 
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During the period 1 July 2020 to 30 June 2021, the following emergency procurements took place: 


Ue Various 29/10/2020 R1,243,000,000 Provision of Labour contracts - See below 
Disruption of essential services: Lenel Onguard 
2. IDTEK Solutions 48/05/2024 R69,956 Security System which operates the access control, 


CCTV and integrated alarm systems stopped to 
function. 


Table 31: Extensions & Variations 


Regulation 32 and 36 Awards 


During the period 1 July 2019 to 30 June 2020, no bids were awarded in terms of Regulation 32 and 36. 


Contract Period Extensions and Variations 


During the period 1 July 2020 to 30 June 2021, ten (10) contracts were extended and from the extended contracts two (2) variation 


of contract amounts approved. All extensions and variations were approved in line with Circular 62 of the MFMA. 


k 
= For further information refer to the Annual Financial Statements 
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Exceptional Case 


21/09/20 


To provide ICT Service Desk and end user 
support whilst allowing the tender process to 
be initiated and concluded 


R2,229 


Exceptional Case 


21/09/20 


The requested contract extension will allow 
the tender process to acquire the new 
service provider for the third party vendors 
to be finalised and to avoid the irregular 
expenditure 


R21,600 


Exceptional Case 


16/04/21 


The increase in hours as well as to increase 
the value of the contract as per the COVID-19 
treasury regulations 


R800 


Exceptional Case 


16/04/21 


Contract extension on a month-to-month 
basis while the normal competitive bidding 
process continues for long-term solution 


R22,800 


Exceptional Case 


19/05/21 


The requested contract extension will 
ensure business continuity while the normal 
competitive bidding process continues for a 
long-term solution 


R5,400 


Exceptional Case 


20/05/21 


The contract extension to ensure service 
continuity and to allow time to conclude the 
competitive bidding process 


n/a 


Exceptional Case 


18/06/21 


The requested contract extension will 
ensure business continuity while the normal 
competitive bidding process continues for a 
long-term solution 


n/a 


Exceptional Case 


Exceptional Case 


18/06/21 


25/06/21 


The contract extension to ensure service 
continuity and to allow time to conclude the 
competitive bidding process 


When entering the contract the amount 
stipulated was estimated to be enough to 
cover the contractual needs, the scope 
of work later proved to be higher than the 
anticipated 


n/a 


R922 


10. 


Exceptional Case 


25/06/21 


The requested extension will allow time to 
conclude the new procurement process and 
to finalise the contracting process with the 
new service providers 


R1,500 


die 


Exceptional Case 


25/06/21 


The requested extension will allow time to 
conclude the new procurement process and 
to finalise the contracting process with the 
new service providers 


R1,800 


Table 32: Deviations from the SCM Policy and Procedure Manual 
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Deviations from the SCM Policy and Procedure Manual 


During the period 1 July 2020 to 30 June 2021, the Bid Adjudication Committee approved nine (9) deviations. 


1 


Urgent Procurement 09/07/2020 Procurement of cleaning and disinfection n/a 
2. Exceptional Case 28/09/2020 Physical security services R64,166 
3. ena 08/10/2020 Labour contract R1,422,778 
4. Exceptional Case 12/02/2021 Upgrade of Cleveland Station R35,471 
D: Exceptional Case 02/03/2021 Medical aid brokerage n/a 
6. Exceptional Case 02/03/2021 Various critical materials n/a 
t Exceptional Case 20/05/21 Various critical materials n/a 
8. Exceptional Case 18/06/21 NSS device n/a 
9. Ratification 29/06/21 Armed security services n/a 

TOTAL R1,522,415 


Table 33: Irregular Expenditure 


Maintenance 
Various Labour of network, The court declared the contract null and void 
1. Contracts (Infinite Blue | streetlights and ordered City Power to re-evaluate and R610,362 
Trading CC) and service revert back to court within 90 days 
connections 
tract i t t M 
2. Zeda Pty Ltd Fleet contract Gontisoy eqired, extended Dy Oe to-endl iy R90,557 
2020 
Sdneiaton Security system to control substation access 
3. ID Tech Solutions . stopped functioning. No access possible to fix R70 
security system 
outages 
4. Various Suppliers COVID-19 Expenditure relating to COVID-19 R23 
tract extensi hil f 
5. Odirile IT Holdings Helpdesk Contrac' oa ension while process for new R2,229 
support contract is in progress 
6. Pulsenied Appointment of = supplier who did not meet R2,595 
mandatory requirements (Pulsemed) 
7. Juta & Company Purchase books | Procurement without purchase order R42 
Wheelchair for Additional costs to adjust procured wheelchairs 
Elphus B R30 
8 phus Bembe staff did not follow SCM procedures n 
Ayana Logistics & ; i 
: thout t R1 ; 
9 Trading Spending without budge 93] om 
10. Affinity Consulting Services rendered without purchase order R124 \es 
Ark Tech Engineering Appointment of a supplier who did not meet 
11; . . R2,096 = 
Solutions mandatory requirements 
12; Machite Engineering Irregular expenditure not disclosed (2180GS) R5,049 7 
43 Easypay, Contour Worked without a contract. Extension of an R44.501 
j Tehnology & Cigicell irregular contract. Contracts extended twice , _ 
| 
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KLZ & TTM JV, Kubahki 
Contractors, D&S 
Construction and 
Projects, Imbawula 
Technical Services, 
Lufuno Kone Electrical, 
Leoka Investments, 
Mongmabu 
Investments, Lefhumo 


14. Trading, Sphandile Removal of illegal connections and meter audit R7,117 
Trading Enterprise, 
Mathoho Electrical 
& Projects, Yande 
Engineering and 
Projects, Bvelela 
Engineering, Tshehlane 
Electrical, Rivisi 
Electrical Contractors 
15 Jolobe Maintenance of DC systems R1,247 
Supply, installation and commissioning of 
16. Nothani Letsema optic fibre for telecommunications between R13,871 
substations and depots 
47. Machite Bnginecring, F Extension of contract periods done after expiry R22.661 
& J Electrical date 
18. Brunel/NJR JV Turnkey solutions for electrification projects R140,093 
Linda Security, Nduma, : 
19. Mafoko, GNG Security contract extended R17,487 
20. Jupiter Supplier did not meet technical criteria R130 
Mcondo Energy/Orizoe Quotation awarded to two (2) bidders and the 
21. ; ; ; . R140 
Service advert did not specify the split 
29. jolsahia Consulting Supply ane repair of ICT hardware and R4,640 
accessories 
23. Odirile IT Holdings Contant enenslen while the plogess for a new R2,063 
contract is in progress — poor planning 
24. Actom Power System Upgrade of Cleveland Substation R12,442 
Linda Security, Nduma, ; 
25. Mafoko, GNG New security contract R51,439 
TOTAL R1,031,090 


Table 34: Fruitless and Wasteful Expenditure 
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Interest payable 
‘lle SARS to SARS Interest payable due to court case R6, 202 
Int t lat 
2) Eskom ei pciasincrs Interest payable as a result of late payments R534 
payments 
Locksmith 
2 oc om R3 
services 
; Loss of the asset future economic benefit or R121, 831 
4. Impairment : ie 
service through depreciation 
TOTAL R128, 570 


Table 35: Five-Year Company Performance 
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3.SERVICE DELIVERY 
PERFORMANCE 
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3.1. High-Level Operational Statistics 


City Power performance peaked in 2018/19. The company performance is in a downward trend. This is mainly as a result of 
financial performance and management has put in place interventions to improve performance going forward. See section 1.14 
for more detail on the key initiatives 


2016/17 2017/18 2018/19 2019/20 2020/21 
Achieved KPIs 11 22 24 37 14 
Total Number of Measured 30 33 31 55 33 
KPls 
% Performance Achieved 36.67% 66.67% 77.42% 67.27% 42.42% 


Table 36: High-Level Operational Statistics 


The table below provides a summary statistics on company performance 


Joburs 
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The previous table reflects total number of City Power customer base categorised into customer segments for the past five years. 


The decrease in the domestic segment is because of customers converting to prepayment. 


The number of postpaid customers, categorised into customer segments, per region 


2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 2020/21 
Compliance To NRS048 % 99.33 96.00 98.33 96.90 95.00 95.90 
Number of New Houses Electrified No. 4,850 2,167 3,191 3,688 1,225 2,467 
Number of Public Lights Installed No. 2,961 1,374 2,198 2,697 600 1,619 
gets tons Osos kWh | 13,200.00 | 41,355.50 | 28,334.70 | 33,244.60 | 24,205.00 | 25981.00 
Greenhouse Gas Emission 
Shera IG crechiage cl Celleeen % 95.05 95.66 90.50 97.09 90.00 95.09 
Levels 
Over Ree ese MenReedna 79.91 83.04 90.97 87.33 95.00 91.00 
Performance 
95% Controllable Capex Spend % 93.00 96,3 89.00 98.00 95.00 91.00 


Table 37: Customer Base 


Customer Base 


The table below shows City Power customer base for the past five years: 


Agriculture 25 27 25 25 24 
LPU 3,911 3,803 4,008 3,964 3,998 
Business 9,588 11,699 9,371 9,437 10,499 
Domestic 139,311 134,874 118,647 118,937 111,040 
Prepayment 261,042 235,164 243,660 245,433 252,511 
TOTAL 413,877 385,567 375,711 377,196 378,072 


Table 38: Postpaid Customer Numbers 
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Al 331 4,163 26 4,520 
B1 1,551 31,951 M1 33,543 
C1 1,134 27,385 21 28,540 
D1 40 2,151 4 2,195 
E1 691 18,113 36 18,840 
FA 1,886 16,919 72 18,877 
G1 785 4,572 3 5,360 
U1 4,767 4,587 4,332 13,686 
TOTAL 11,185 109,841 4,535 125,561 


Table 39: Prepaid Customer Numbers 


The above table reflects the total number of post-paid customers categorised into customer segments at regional level. The total 
number of post-paid customers as at June 2021 is 125,561. 


The number of prepaid customers per depot 


Alexandra 

Hursthill 

Lenasia 71,377 
Midrand 14,285 
Randburg 10,766 
Reuven 28,364) « © 
Roodepoort 46,195 7 
Siemert 15,529 
Grand Total 252,511 ' 


Table 40: Status of Objectives Achieved 


The above table reflects the total number of prepaid customers at a depot level. The total number of prepaid customers as at June 
2021 is 252,511. 
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3.2. Highlights and Achievements 


The table below outlines City Power’s performance on the initiatives implemented to achieve the strategic objectives: 


e Service Delivery 


o Exceeded public lighting targets by over 80% (1,619 against a target of 600 public lights installed within budget) 
o Exceeded target for electrification of informal settlements by over 100% (2,467 against a target of 1,225) 
o Exceeded the target for kilometres of electricity cables installed by over 100% (95.28 against a target of 22) 


Governance 

o Procurement spent from companies that are 51% black owned exceeded the target (73.81% against target of 45%) 

o Procurement spent from companies that are 30% black women owned exceeded the target (40.63% against target of 
12%) 

Exceeded target for number of SMMEs supported by over 100% (259 against a target of 120 SMMEs) 

Exceeded all three employment equity ratios 

100% of valid invoices paid within 30 days 

Tons CO, offset in greenhouse gas emissions (25,589 tons against target of 24,205 tons) 

Finalisation of the job architecture process 

Revenue enhancement initiatives target exceeded by R16.6m 


oo°0 0 


3.3. Key Challenges 


3.4. 


Service Delivery 

o Percentage achievement of Service Level Standards (SLS) (47.06% against target of 80%) 
Financial 

o Percentage spent on capital budget against approved capital budget (91% against a target of 95%) 
o Percentage gross margin (21.69% against the target of 24.56%) 

o Percentage total electricity losses (28.90% against target of 25.50%) 

Governance 

o Resolution of AG Audit Findings (75% against a target 80%) 

o Resolution of Internal Audit Findings (76% against a target 100%) 

o EPWP job opportunities created (600 jobs against the target of 1,000) 


Response to Strategic Objectives 


L|Fl Refer to page 45 to understand the alignment of the VUCA Strategy 2022 to the National, Provincial and local 


Government objectives. 
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Financial Sustainability 


Objective 1 and 6 


Revenue assurance 
and reduction of 
losses programme 


Target exceeded by R16.6m 


Safer City 


Objective 4 


Repair public lights 


Install public lights 


Street light maintenance target not 
achieved 


Exceeded public lighting targets by over 
80% 


Sustainable Service Delivery 


Integrated Human Settlements 


Objective 2, 3 and 5 


Access to basic 
electricity service 
delivery 


Exceeded target for electrification of 
informal settlements by over 100% 


Exceeded the target for kilometres of 
electricity cables installed by over 100% 


Development and 
support of SMMEs 


Energy Mix, 

Renewables, 
Smart City Objective 5 Storage and 25,589 tons against target of 24,205 tons 

Energy Efficiency 

Programme 

600 jobs against the target of 1,000 

Job opportunities 

and creation Exceeded target for number of SMMEs 
Job Opportunity and Creation Objective 7 supported by over 100% 


Exceeded all three employment equity 
ratios 


Table 41: City Power Scorecard KPIs 
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3.5. Financial Year 2020/21 KPlis 


Legend: 


fa Achieved 


il Not Achieved 

|| KPI Not Measured 

The approved Business Plan 2020/21 had 26 approved KPls. This number excluded institutional KPls. City Power submitted a 
deviation that was approved by Exco, Board and the Shareholder. The total number of approved KPIs in the company scorecard 


is in now 33. 


The final deviated scorecard has 33 KPIs that are divided into the following categories: 


City Power Scorecard KPIs 


Entities are urged to incorporate the UISP indicators into 2020/2 
4 indicators in order to ensure that the City continues to benefit 
from the grant 


Upgrading Informal Settlements 
Programme (UISP) 


National Treasury released a Circular 88, the Municipal Circular 
8 on Rationalization Planning and Reporting Requirements for the 
2019/20 MTREF which all municipalities must comply with 


National Treasury (Circular 88) 


These KPIs are incorporated in all entities and department in 
8 CoJ. They are to improve the City’s effectiveness and efficiency 
and approved by Council 


Institutional Indicators 


These KPIs measure City Power performance and are approved 
13 by Board. These include the SLS KPI. One KPI was removed as 
part of the midyear deviation 


City Power Indicators 


Table 42: Overall Company Performance 


City Power appreciates the requirement for quality and available, among other key service aspects while delivering its services to 
the citizens. The SLS KPI is made up of 18 KPIs that are part of the service level agreement with the Shareholder. One KPI was 
removed as part of the deviation. These will be collated and measured as a percentage for performance reporting at company 
level. 
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3.6. Performance Against Company Scorecard 


City Power achieved an overall performance of 42.42% at the end of the financial year 2020/21. A total of 14 of the 33 measured 
KPIs have been achieved with 19 under-performing KPIs. 


The main contributors to under-performance are the Financial and Service Delivery KPIs, namely: 


OO: SIO On de Ge 


co 


ok, oN tk 
won - Oo 


= 
RK 
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Target Achieved 
Target Not Achieved 
KPI Not Measured 


Total No. of KPIs 


Total No. of KPIs measured 


Percentage achievement of Service Level Standards (SLS) 

System Average Interruption Duration Index (SAIDI) 

Customer Average Interruption Duration Index (CAIDI) 

System Average Interruption Frequency Index (SAIF1) 

Customer Average Interruption Frequency Index (CAIF1) 

Percentage total electricity losses 

Percentage spent on operating budget against approved operating budget 
Percentage spent on capital budget against approved capital budget 
Percentage spent on repairs and maintenance to property, plant and equipment 


. Percentage reduction in unauthorised, irregular, fruitless and wasteful (UIFW) expenditure incurred citywide 
. Percentage resolution of Audit findings: Internal Audit 

. Percentage resolution of Audit findings: AGSA 

. Percentage of the strategic risks’ management action plans implemented. 

. Revenue derived from sale of electricity (Increased Revenue Recovery from Sales) 

. Percentage in Non-Technical Losses (Percentage reduction in Non-Technical Losses) 

. Percentage Gross Margin 

. Percentage protection against cyberattack 

. Percentage Compliance with relevant legislation and policy prescripts 

. EPWP job opportunities created 


Reporting Period: Annual Performance 


Table 43: Overall SLS Performance 
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City Power’s summary performance for the financial year 2020/21: 


80.00% 
60.00% <= 
40.00% oe 
20.00% - es 
ie Baseline Annual 
FY2019/20 FY2020/21 
m@ Target Achieved 66.67% 42.42% 
= Target Not Achieved 33.33% 57.58% 


mam Target Achieved 
mas Target Not Achieved 


- - - - Linear (Target Achieved) 


Graph 9: Overall Company Performance 


3.7. Performance Against Service Level Standards 


City Power achieved 47.06% of its Services Level Standards at the end of the financial year. Eight of the 17 measured SLS KPls 
were achieved with nine under-performing KPIs, namely: 


1. 
2. 
3: 


Average hours to restore loss of logged electricity supply to traffic signals 

Average time taken to repair logged street lights queries (Secondary Roads, Main Arterials and Area Lighting) 

Percentage Resolution of power supply after logged forced interruption (30% Restoration of power supply after logged forced 
interruption within 1.5 hrs.) 

Percentage Resolution of power supple after logged forced interruption (60% Restoration of power supply after logged forced 
interruption within 3.5 hrs.) 

Percentage Resolution of power supple after logged forced interruption (90% Restoration of power supply after forced 
interruption within 7.5 hours ) 

Percentage Resolution of power supple after logged forced interruption (98% Restoration of power supply after forced 
interruption within 24 hours) 

Percentage Resolution of power supple after logged forced interruption (100% Restoration of power supply after forced 
interruption within 7 days) 

Percentage of Large Power Users (LPU) meters read as per the download file 

Percentage Domestic meters read as per the download file 
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City Power’s Service Level Standard summary performance and trend analysis for all four quarters of the 


financial year 2020/21: 


Reporting Level Standard Performance 


Reporting Period: Annual Performance 


Target Achieved 


Target Not Achieved 


KPI Not Measured 


Total No. of KPIs 


Total No. of KPls measured 


Table 44: Detailed Company Performance: Strategic Objectives (Short, Medium and Long Term) Viewed from the 


Performance Scorecard 


City Power Service Level Standards summary performance percentage achieved for 2020/21: 


80.00% 


60.00% ee eee 
40.00% 

20.00% ‘Zz 

0.00% 


Baseline 

FY2019/20 
m@ Target Achieved 70.59% 
= Target Not Achieved 29.41% 


mame Target Achieved 
mas Target Not Achieved 


- - - - Linear (Target Achieved) 


i ( 


Annual 
FY 2020/21 


47.06% 
52.94% 


Graph 9: Overall SLS Performance 
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3.8. Detailed Company Performance 


Strategic objectives (short, medium and long term) viewed from the performance scorecard 


No movement 
in performance 
when compared 

to previous 
performance 


Performance 
Regressing when 
compared to previous 
performance 


Performance improving 
when compared to 
previous performance 


KPI Not Measured 
(no comparison made) 


City Power Company Performance 


Reporting Period: Annual Performance 
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Percentage Baseline 
0 
*Services achievement of | Fy2019/20 7 
No. ; 
Level 1 Service Level ig 
Standards Standards Annual % 
(SLS) FY2020/21 
Number of Baseline 
No. | substations FY2019/20 ie 
2 upgraded/ Annual = 
developed FY2020/21 
: Baseline 
“Upgrading Kilometres Km -92.56 
No. ‘~ FY2019/20 
Informal 3 of electricity TT 
Settlements cables installed One Km -73.28 
Programme FY2020/21 
(UISP) Number of units Baseing 
. SN FY2019/20 No. 2,000.00 3688.00 -1,688.00 
o. | in informa 
4 settlements pea, N 
ith t : i : - : 
wi a (e) FY2020/21 No 1,225.00 2467.00 1,242.00 
electricity 
Number of 
*National ee sate 
provided with FY2019/20 
Treasury No. ; 
i connections to 
(Circular ° mains electricity 
A | 
88) suipplbyaha aus ojo, | No. | 1,226.00 2467.00} -1,242.00 
municipality 
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City Power Company Performance 


Reporting Period: Annual Performance 


System Baseline New 
0.00 0.0 
No. | /¥erage FY2019/20 | KPI 
6 ‘| Interruption 
Duration Index | Annual 
H 25.00 48.47 
(SAIDI) Fy2020/21 | "N's 
Customer Baseline New 
0.00 0.0 
Ne Average FY2019/20 KPI o 
7 ‘| Interruption 
Duration Index a Hours 6.00 6.10 
(CAIDI) FY2020/21 
Percentage Baseline New 
0.00 0.00 
No. | of Planned FY2019/20 KPI 
8 Maintenance Annual 
0 
Performed FY2020/21 %o 30.00 38.09 
System Baseline New 
0.00 0.00 
No Average FY2019/20 KPI 
9 ‘| Interruption 
Frequency Annual 
Index (SAIFI) | FY2020/21 N° one ios 
Baseline New 
Customer 0.00 0.00 
ee Average FY2019/20 KPI 
10 Interruption 
Frequency Annual 
Index (CAIFI) FY2020/21 No. 2.00 8.36 
Installed 
capacity of Baseline New 
0.00 0.00 
approved FY2019/20 KPI 
No. | embedded 
11. | generators on 
the municipal Annual 
distribution FY2020/21 “VA ay 7.86 
network 
Baseline New 
0.00 0.0 
No, | Percentage =| Fy2019/20 | KPI 0 
total electricity 
12 losses Panel % 25.50 28.90 
FY2020/21 ° 
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City Power Company Performance 


Reporting Period: Annual Performance 


*Institutional Performance 


No. 


13 


No. 


14 


No. 


15 


No. 


16 


No. 


ae 


No. 


18 


Percentage 
spent on 
operating 
budget against 
approved 
operating 
budget 
Percentage 
spent on 
capital budget 
against 
approved 
capital budget 


Percentage 
spent on 
repairs and 
maintenance to 
property, plant 
and equipment. 


Percentage 
reduction in 
unauthorized, 
irregular, 
fruitless and 
wasteful (UIFW) 
expenditure 
incurred 
citywide 


Percentage 
resolution of 
Audit findings: 
Internal Audit 


Percentage 
resolution of 
Audit findings: 
AGSA 


Baseline 
FY2019/20 


Annual 
FY2020/21 


Baseline 
FY2019/20 


Annual 
FY2020/21 


Baseline 
FY2019/20 


Annual 
FY2020/21 


Baseline 
FY2019/20 


Annual 
FY2020/21 


Baseline 
FY2019/20 


Annual 
FY2020/21 
Baseline 
FY2019/20 


Annual 
FY2020/21 


% 


% 


% 


% 


% 


% 


New 
KPI 


% 


% 


% 


% 


% 


95.00 


95.00 


95.00 


6.81 


7.00 


0.00 


50.00 


95.00 


100.00 


95.00 


80.00 


84.58 


98.00 


91.00 


6.33 


5.70 


0.00 


0.00 


78.00 


76.00 


66.00 


75.00 


2.00 


10.42 


-3.00 


“ — 


50.00 


17.00 
25.00 
29.00 


12.00 
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*City Power Indicators 


No. 


19 


No. 


20 


No. 


ZA 


No. 


22 


No. 


72S} 


No. 


24 


No. 


25 


Percentage 

of the 
strategic risks’ 
management 
action plans 
implemented. 


Number 

of SMMEs 
supported by 
the City 


Revenue 
derived 

from sale of 
electricity 
(Increased 
Revenue 
Recovery from 
Sales) 


Percentage in 
Non-Technical 
Losses 
(Percentage 
reduction in 
Non-Technical 
Losses) 


Percentage 
Gross Margin 


Number of 
public lights 
installed 


Percentage 
protection 
against 
cyberattack 
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Reporting Period: Annual Performance 


Baseline 
FY2019/20 


Annual 
FY2020/21 


Baseline 
FY2019/20 


Annual 
FY2020/21 


Baseline 
FY2019/20 


Annual 
FY2020/21 


Baseline 
FY2019/20 


Annual 
FY2020/21 


Baseline 
FY2019/20 


Annual 
FY2020/21 
Baseline 
FY2019/20 
Annual 
FY2020/21 
Baseline 
FY2019/20 


Annual 
FY2020/21 


% 


% 


No. 


No. 


R'000 
(Billion) 


R'000 
(Billion) 


% 


% 


% 


% 


No. 


No. 


New 
KPI 


% 
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75.00 


90.00 


100.00 


120.00 


16,171,871.00 


16,971.00 


17.00 


16.50 


28.52 


24.56 


1,200.00 


600.00 


0.00 


97.00 


79.00 


81.00 


247.00 


259.00 


15,902,380.00 


16,400.00 


26.45 


20.90 


23.56 


21.69 


2,697.00 


1,619.00 


0.00 


70.00 


-4.00 


co 
fo} 
i) 


®, 


-147.00 


-139.00 


269,491.00 


571.00 


-9.45 


-3.40 


iS 
0 
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-1,497.00 


-501.00 


oO 
°o 
So 


27.00 
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City Power Company Performance 3.9. Detailed Service Level Standard Performance 
Reporting Period: Annual Performance Strategic objectives (short, medium and long term) viewed from the performance scorecard: 


City Power Company Performance 


Reporting Period: Annual Performance 


Baseline Unqualified Unqualified | Unqualified 
No. | AGSA Audit FY2019/20 report audit audit audit ic 
26 | opinion Annual Audit Unqualified Unqualified | Unqualified ~ 
FY2020/21 report audit audit audit Baseline 
Percentage Baseline of aaa 66an 520 No Average hours to restore FY2019/20 Hours | 18.00 9.20 8.80 
Compliance FY2019/20 ° 90. : ree 1 loss of logged electricity anil NN 
No. with relevant supply to traffic signals FY2020/21 Hours 18.00 51 42 -33.42 
27 | legislation Annual % 100.00 - Average time taken to Baseline 
and polic i Days 5.00 2.30 2.70 
near heii No. | repaired logged street FY2019/20 - tt 
7 lights queries (Motor 
Percentage _| Baseline ; he aes Days | 5.00 242 2.88 
BP valid involese FY2019/20 7% 100.00 99.83 0.17 ways) FY2020/21 
; Pre Average time taken Baseline 
28 aid within 30 1T : : : 
E pre % 100.00 100.00 0.00 to repaired logged Fy2019/20 | Pays | 8.00 pre ape 
days FY2020/21 
- No. | street lights queries fa 
Tons CO, Bees Tons 41,355.50 33,163.40) 8,192.10 ae) s2coondary Roads, Annual Gece: | 200 8.17 0.17 
No. | offset in FY2019/20 fa) Main Arterials and Area | FY2020/21 y . : : 
29 reenhouse eke 
a ea aceee eine 94 | Tons 24,205.00 25,981.00 | -1,776. 00 Lighting) 
Baseline 
i Average restoration Hours 8.00 6.70 1.30 
; Baseline : FY2019/20 
No EPWP job FY2019/20 No. 800.00 802.00 -2.00 3 ie time of power supply for A | sii 
30 ‘| opportunities ane if) 3 planned interruptions ae Hours 8.00 5.56 2.44 
created No. 1,000.00 600 400.00 & 
FY2020/21 @ Percentage Resolution Baseline 9 30.00 33.70 3.70 
Baseline , $ of power supply FY2019/20 7 ; ‘ : 
Employment 7 85.00 92.84 -7.84 oe 
No. Soilihy Kalios FY2019/20 tt 5 after logged forced 
31 Annual < No. | interruption (30% 
(EE) % 85.00 93.48 -8.48 5 
FY2020/21 oO 5 Restoration of power Annual 9 30.00 49.40 40.60 
Baseline supply after logged FY2020/21 ° 
as ; 
Ng Employment FY2019/20 %o 29.00 32.02 -3.02 forced interruption within 
30 equity ratios anus TT 1.5 hrs) 
(GE) FY2020/21 % 29.00 34.21 “5.21 Percentage Resolution Baseline 9 60.00 65.80 5.80 
Sacaine of power supple FY2019/20 . . ; 
lo Employment FY2019/20 % 2.00 after logged forced 
33. equity ratios A No. | interruption (60% 
nnua ; 
(PWD) % 2.00 6 Restoration of power Annual 5 
FY2020/21 supply after logged FY2020/21 7% 60.00 54.10 5.90 
Table 45: Detailed Service Level Standard Performance: Strategic Objectives (Short, Medium and Long Term) Viewed from the forced interruption within 
Performance Scorecard 3.5 hrs) 
Percentage Resolution Baseline 4 " 
0.0 A0 4.60 
of power supple after FY2019/20 a ee Be 
ne logged forced interruption 
* | (90% Restoration of 
7 Annual 
power supply after forced % 90.00 82.10 7.90 
: F ae FY2020/21 
interruption within 7.5 
hours) 
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Reporting Period: Annual Performance 


Percentage Resolution 


City Power Company Performance 


Baseline 


0 
of power supple after FY2019/20 - 3an0 26.70 1.30 
logged forced interruption 
No. 8 | (98% Restoration of 
Annual 
power supply after forced ev2020)04 % 98.00 96.10 1.90 
interruption within 24 
hours) 
Percentage Resolution Baseline é 
of power supple after FY2019/20 ps sees ange nue 
logged forced interruption 
No. 9 : 
(100% Restoration of Annual - 
power supply after forced | FY2020/21 ' oo oat) om 
interruption within 7 days) 
Baseline 
No Percentage Resolution of FY2019/20 % 95.00 100.00 -5.00 
10. Logged calls of damaged ri 
electricity meters ree % 95.00 100.00 -5.00 
Percentage resolution of | Baseline New 
0.00 0.00 0.00 
No. | logged illegal connection | FY2019/20 KPI 
11 queries within 30 days- | Annual 
Single Properties FY2020/21 % 95.00 97.00 -2.00 
Percentage resolution of | Baseline New 
0.00 0.00 0.00 
No. | logged illegal connection | FY2019/20 KPI 
12 queries within 30 days- | Annual 
Multiple Properties FY2020/21 a aa ene “a 
' Baseline New 
No. Percentage resolution of | Ey2019/20 KPI 0.00 0.00 0.00 
13 logged walk-in queries A , 
within 30 days dees oo1| %~*| 98:00 96.00 1.00 
Percentage of Large Baseline ° 
, : 0. 
No. | Power Users (LPU) FY2019/20 . an saa ee 
14 meters read as per the Annual 5 
dawnload ale FY2020/21 7o 98.00 94.00 5.00 
Baseline 
Nie Percentage Domestic FY2019/20 % 85.00 52.00 33.00 
: meters read as per the 
15 d . Annual 
ownload file FY2020/21 % 95.00 90.00 6.00 
Average time taken to 
No. | communicate logged Baseline 
16 service interruptions- FY2019/20 eae, 1000) eee a 
Planned interruption 
Average time taken to Annual 
communicate (Planned) | FY2020/21 Pe as das “ce 
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Reporting Period: Annual Performance 


Average time taken 
to communicate 


(Unplanned) 


Baseline 
FY2019/20 Hours | 100.00 100.00 
Annual 
FY2020/24 Hours 5.00 5.00 


Table 46: Measures to Reduce Estimated Meters 
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3.10. Core Business: Metering Services 
Highlights and Achievements 


* Revenue Enhancement Initiatives target exceeded by R16.6m; (Target of R366m against performance achievement 
of R382.6m) 
* Collection level target exceeded by 2%; (Target of 90% against performance achievement of 92%) 


Key Challenges 


* Non-Technical losses still high at 298.90% 

* Revenue target not achieved 

* No-go areas in Regions B (11) and D 

* Meters inside the customers’ properties 

¢ AMR meters not providing automatic readings 
* Availability of meters 


Measures put in place to reduce the number of estimated meters 


* All AMI Meters are being monitored on a daily basis. The currently offline are being maintained by replacing modems and 
upgrading the software version. Faulty meters that are identified are being replaced and the system updates are targeted to 
be resolved by the next download cycle. 

¢ As part of performance improvement, the offline meters not pulling the readings automatically are being read manually and the 
manual meter downloads are done for the offline meters. 

¢ The smart meter roll project to convert the old meter technology to the new meter technology is ongoing. This initiative will 
address the inaccessible exception where meters are inside the customer’s property. 

* The System updates where new meters were installed are prioritised to be cleared by the next billing. 

* Meters not read outside the by-law are being prioritised. 


« Read meters estimated beyond 12 months secure the required investment 


Table 47: Electrification Projects 


i =] For further information on our Financial Performance refer to page 194 
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Challenges Explained and Our Response 


The current challenges that City Power is faced with are unbilled customers, which is caused by customers not billed due to 
administrative issues where a meter was installed and not linked to the account or meter was not installed during commissioning; 
theft due to tampering and vandalism of network and this is caused by illegal connections and customer bypassing meters. 
Defective metering due to ageing of meters and metering infrastructure; incorrect data, inaccurate and incomplete billing due to 
meter reading estimations, unresolved billing exceptions and late update of town planning data. 


City Power has responded to these challenges associated with non-technical losses with Revenue Enhancement strategy. The 
strategy aims to reduce non-technical losses in the next financial years. The strategy has very focused initiatives to improve 
losses through accounting for revenue completeness and revenue accuracy. At the core of the Revenue Enhancement strategy 
is a new data analytics capability, continuous processes improvement and governance, use of technology, training of staff and 
management of various stakeholders. 


Key Priorities for the Next Financial Year 


« Revenue Enhancement Initiatives will be given priority to improve revenue performance and reduce non-technical losses 
* Accelerate revenue collection initiatives to reduce the debt 

* Improve meter reading 

* Conduct customer satisfaction survey 


3.11. Core Business: Engineering Operations 

City Power Operating Network 

City Power’s network has five operating areas which is a reflection of the five councils which were amalgamated when CoJ was 
established. The operating areas are Johannesburg, Roodepoort, Randburg, Lenasia and Midrand. Each of these areas have 
their own intake substations from Eskom and investment was never made to achieve inter-connectivity between these areas and 
as such there is no back-feeding options between the areas for contingency. The task of inter-connecting these networks will be 


included in the review of the Transmission Masterplan. 


Each of the five areas have its own level of fibre connectivity with Johannesburg at 25.4%, Roodepoort at 25.37%, Randburg 


+ Read offline meters manually * Investigate the technologies thatcan | *To have the deployed metering at 12.38%, Lenasia at 9.29% and Midrand at 11.2%. To achieve total connectivity of these areas to the SCADA Master-station 
* Pull readings using the manufacture be used to improve communication for | technology to be fully operational and at Reuven, three projects are being pursued which are the rollout of fibre, rollout of RTUs and subject to approval of the re- 
software meters that are in the basement utilised the ICT backend systems needs instatement of TETRA. In this regard there is Capex allocation of R10m each for rollout of fibre and RTUs in the 2021/22 financial 
+ Timeous system update to be updated which is dependent on year. The implementation of these two projects will yield overall network visibility of 45.88% from the current status of 42.69% in 
+ Field investigation as and when the required investment to achieve this the 2021/22 financial year. 

required *eManagement is looking at ways to 


Highlights 


* 38% of planned work orders executed from a target of 30%. 
* Exceeded the motorway KPI by achieving an average of 2 days against 5 days target. 
* Average of 5 hours in executing planned isolations from a target of 8 hours. 


Lowlights 


* High call volume due to the adverse weather. 

« Equipment failures, theft and vandalism, tripping of circuits and open points misguiding load shedding blocks. 
* Experienced a surge in customer calls due to lack of resources in terms of critical material and labour. 

* Community unrests and logging of calls while on load rotation. 

* Not being able to provide fleet for internal resources. 

* Growth/increase in outages when comparing 2020/21 and 2019/20 in all voltages especially HV outages. 
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* The majority of MV distribution approximately 33% (2,300 km) are over 45 years old with a replacement cost of R2 billion. 
* High rate of illegal connections, which result in some circuits being overloaded. 
* High rate of theft and vandalism, which result in long lasting outages. 


Bulk infrastructure 


* 20% of the existing transformer fleet requires refurbishment and/or replacement. 
* Some of the old type power transformers have outdated specifications and cannot be refurbished. 


Bulk transformers 


¢ The City Power transformer fleet consists of 250 power transformers. 

* 17 power transformers are at critical condition considering asset risk and condition risk and need to be replaced. 

« 15 power transformers are at high-risk condition considering asset risk and condition risk and need to be refurbished. 

* 30 transformers have an age above 50 years and exceeded the useful life period. These transformers require replacement. 


3.12. Core Business: Engineering Services 
Highlights 


* City Power installed more than 1,000 Public Lights against a target of 600 while within 94% of budget. This achievement is 
a highlight as it is aligned with the sustainable human settlement priority of the Shareholder. In addition to this, the LED lighting 
projects — replacement with energy-saving globes in all city areas. The reduced energy consumption has resulted in energy 
savings of around 50% when compared to conventional streetlights. This target has been exceeded for two main reasons: Due 
to theft of most underground cables, cabling is now done overhead instead of underground. The benefit here is twofold as City 
Power can place more lights. 

¢ Over 2,000 units were successfully electrified in Alexandra, Kliptown and Rabie Ridge. These projects have contributed to 
improving residents’ living and working conditions and will also provide opportunities for the creation and development of 
income-generating activities. 

* City Power has achieved 95.9% compliance to the Quality of Supply (NRS048) compared to target of 95%. 


Lowlights 

¢  Itis recognised that 91% achievement of Capex did not yield attainment of Capex spend target 95%. However, a notable Capex 
improvement was seen in quarter 4. The challenges associated with Capex underspend will be proactively monitored. 

* EPWP target was not met due to challenges experienced when implementing Capex projects. 

Challenges 

* Community unrest often affects project timelines. 

* Business forums demanding local content which sometimes cannot be achieved in specialised projects like substations. 


* Difficulty gaining access to customer properties when installing smart meters. 
* — Illegal connections in informal settlements that are targeted for electrification. 
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3.13. Status of Capital Projects for Financial Year 2020/21 


City Power invested in the following capital projects in financial year 2020/21. 


Electrification 


The electrification budget is R113 million. 


Below is the status of all the projects planned in 2020/21 FY 


Meriting 


Project completed 


City Power 


Johannesburg 


Rugby Club 
Matholesville 


Work in progress, 80% complete 


Project completed 


Electrification Infills 


Project completed 


Princess Plot Electrification 


Project completed 


Vasco Da Gama SWS 


Project completed, Eskom fees paid 


Kliptown Infills 


Project completed 


Rabie Ridge Normalisation 


Project completed 


Normalisation of Alexandra 


Project completed 


Princess Plot Designs 


Project completed 


Table 48: Public Lighting Projects 


Public Lighting 


The public lighting budget is R60 million. 


Below is the status of all the projects planned in 2020/21 FY. 


Hendrik Potgieter 


Project completed 


Poortview 


Project completed 


Christiaan de Wet 


complete 


Project not completed due to material shortages. 80% 


Lombardy East & West 


Project completed 


Jim Fouche Drive 


Project completed 


City-Wide Energy Efficiency 


All energy efficiency have been completed 


Stryjdom Park 


Project completed 


Barbeque Downs 


Project completed 


Bokskruin Project completed 
Fourways Project completed 
Modderfontein Project completed 


Impala Road 


Table 49: Metering Projects 


Project completed 
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Meters Status of projects where budget was spent 


The approved budget for the Metering Category is R70.5 million. 


Mulbarton Substation upgrade Work completed 


Smart Meters Work in progress, 2,584 smart meters have been audited and Peneele Tanstonnist ESSE enn ee tone pisiiecompleten 
; commissioning 
installed : rae : ; 
Prepaid Meters Project completed Substation upgrade Civil work underway , project projected 
: to be completed June 2022 
Protective Structures All meters required have been procured and work will ; : ; = 
: : ‘ Allandale Replacement of switchgear Switchgear installed, awaiting to 
commence in the new financial year as per plan ; . 
; ; relocation of MV cables, Work in 
Nso Device (iD) Project completed progress and at 75% to be completed in 
Table 50: Bulk Projects December 2021 
Sentraal Transformer refurbishment test and Completed 
commissioning 
Refurbishment of Bulk Infrastructure Mobile Feeder Board Mobile feeder board Waiting for the trailer delivery, process 
95% complete project to be completed 
Approved budget is R226.5 million and YTD actuals amounted to R74.6 million. in June 2022. 
. ae . . Cleveland Substation upgrade Work in progress and at 75%. Project 
Key Projects Under Bulk Infrastructure Where Funds Were Identified as Being at Risk planted to be campletsd in aianei2029 
New Lutz New substation Work in progress and at 78%. Project 


The total funds that was at risk in this category was R79+ million. ; 
planned to be completed in June 2022 


The funding allocated through the MMC approval process was not successful. Table 51: Future Focus Areas 

¢ Power transformer replacement/refurbishment programme — The procurement process to appoint a supplier of power 
transformers has not been concluded, R23 million is at risk and has been re-allocated other programmes. 

¢ Installation of HV cables between Lutz and Dalkeith substations — The procurement process to appoint a supplier of power 
transformers has not been concluded, R2 million is at risk and has been re-allocated to other programmes. 

¢ Upgrade of Hursthill substation — The procurement process to appoint a supplier of power transformers has not been concluded, 
R6 million is at risk and has been reallocated to other programmes. 

¢ Upgrade of John Ware substation — The procurement process to appoint a supplier of power transformers has not been 
concluded, R11 million is at risk and has been reallocated to other programmes. 

¢ Upgrading of HV overhead lines — The procurement process to appoint a supplier of power transformers has not been 
concluded, R10 million is at risk and has been reallocated to other programmes. 

¢ Acquisition of land for servitudes — The process to procure the land has been experienced a number of delays due to the 
Johannesburg Property Company processes. R1.5 million is at risk and has been re-allocated to other programmes. 

* Mobile substation — R15 million has been re-allocated to other programmes. 
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Variance explanations and mitigation plans for KPls that were not achieved in at yearend 2020/21 


City Power 


Johannesburg 


KPI : . eee Date of 
Cat KPI Name Variance Explanation Mitigation Plan : 
No. Implementation 
Ramp up of Electrification Energy Mix Strategy Implementation Energy Mix Strategy Implementation The revenue initiatives 
in order to reduce the City’s carbon in order to reduce the City’s carbon will improve the non- 
footprint footprint Rio. 4 Percentage total technical losses, which 
Electrification of: Upgrading of informal settlements in | Upgrading of informal settlements in line electricity losses = vette lOBEES oo have been implemented. 
line with CoJ Housing's priorities with CoJ Housing’s priorities Boor eper metas a laoull Implementation of pre- 
of the current challenges that billing and post-billin 
Farm Roodepoort (R54.7 million) ; ; g P g 
City Power is faced of unbilled process to reduce the 
* Kya Sands(R62 million Normalise the networks in: Normalise the networks in: ‘ 
( — ) custeimers que administration losses. 
¢ Viakfontien (R5.7 million) ¢ Alexandra ¢ Alexandra 1. Administrative issues Normalisation of prepaid 
* Hospital Hills (R30.4 million) * Freedom Park * Freedom Park * In cases where a meter was meters through the 
* Amarasta (R18.3 million) * Rabie Ridge * Rabie Ridge installed and not linked to rollout of smart and semi 
; th t t 
* Rugby Club (R12.2 million) asain ahaa meters. 
a — = = = not installed during LPU technical audit to 
¢ Princess (R11.6 million) Eliminate 6.6 kV networks in: Eliminate 6.6 kV networks in: Ba tes ; 
S commissioning; verify the accuracy of the 
* Jeppe * Bryanston s « theft due to tampering and installation and 
Continuation of: * Forsdburg * Robertville/ Stormill 2 vandalism of network programming of the 
* Cleveland substation (R15 million) * Bryanston x and this is caused by illegal meter. 
oO i F F 
* Eldorado Park substation (R15 million) Bulk Infrastructure upgrades cS) Gonmneniane and . Monitoring and 
Oo : customer bypassing meters. investigation 
¢ Lutz substation (R35 million) Bulk Infrastructure upgrades « John Ware substation iS Percentage in non- ‘ F 
ic No. 2 sechiidal leseee 2. Defective metering of alarms with revenue 
¢ John Ware substation (R43 million) « John Ware substation ¢ Hursthill substation * ageing of meters and recovery potential 30-Sep-21 
* Fleurhof substation (R100 million) ¢ Hursthill substation * Hopefield substation metering infrastructure; Action zero/low 
* Hopefield substation * Roosevelt sw/st * _ incorrect data, inaccurate consumption report 
Rollout of: * Eldorado Park substation . = iio bill timeously to reduce 
. Incomplete billin F 
* Smart and prepaid meters (R70 million) | * Vasco Da Gama sw/st Rollout of: Oe eg non-vending meters 
— - * meter reading estimations, Implementing the 
¢ Fibre optic cable (R10 million) ¢ Smart and prepaid meters * unresolved billing exceptions IRS Ts 
¢ Protection relays (R15 million) Rollout of: ¢ Fibre optic cable and . the turnaround strategy 
* Smart and prepaid meters * Protection relays * late update of town planning to improve the non- 
Retrofitting of LED public lighting * Fibre optic cable data. technical losses 
luminaires (R30 million) 
« Protection relays Retrofitting of LED public lighting 
luminaires 
Th budget h t 
Retrofitting of LED public lighting Nace 
Panis been met for the quarter due to 
luminaires : : ; 
. the increase in non-technical 
Revenue derived : 
Table 52: Variance Explanations and Mitigation Plans for KPIs No. 3 | from sale of losses, The consumption for 
: =o all Industrial and Commercial 
electricity 
customers has decrease 
since the start of Lockdown 
restrictions. 
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Variance Explanation 


Mitigation Plan 


Date of 
Implementation 


KPI Name 


Variance Explanation 
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Mitigation Plan 


City Power 


Johannesburg 


Date of 
Implementation 


Percentage spent 
on operating budget 


The reported performance is still 
provisional, awaiting the final TB 
numbers. Expenditure in major 
budget categories has been 
underspent mostly because of 


The demand and 
procurement plan for the 
2021/22 financial year has 
been approved. SCM is 
going out on tender to ensure 
expenditure can be incurred 


No. 8 


No. 9 


Percentage 
reduction in 
unauthorised, 
irregular, fruitless 
and wasteful (UIFW) 
expenditure incurred 
city-wide 


System Average 
Interruption Duration 
Index (SAIDI) 


No. 
10 


Customer Average 
Interruption Duration 
Index (CAIDI) 


Nos against approved the lack of contracts due to the _| timeously. Report on the cost eueep| 
operating budget delays in the finalisation of the _| drivers will be monitored 
tender process. The impact of and discussed with the cost 
COVID-19 has played arole as_| centre owners on a monthly 
well basis so that spending can 
be fast-tracked 
The variance is as a result of In order to avoid challenges 
delays in the following: experienced last financial 
¢ Unavailability of contracts year. The team has 
* Contractual disputes on undertaken the steps 
existing contracts mentioned below: 
* Community unrests and ¢ Labour contracts are in 
Percentage spent community closing place to commence with 
on capital budget construction sites on active work 
No. 5 aan renee projects * Designs are ready to be 30-Sep-21 
capital budget * Material shortages presented to CIC in July 
* Delays in CIC process * Engagements are 
* Rain delays ongoing with Housing 
* Delays in receiving layouts Department 
from housing department * Engagements are 
* Budget re-allocation request ongoing with Housing 
not approved Department 
The process of securing 
meter maintenance contracts 
for Metering Services and 
ICT system related contracts 
. . for support being underway. 
Peieentage spent ie slow Bec ecianens in The SCADA ae aioe 
on repairs and implementation of planned : 
. bids were both cancelled at 
No. 6 | maintenance to outages programme for ie 30-Sep-21 
property, plant and corrective maintenance oe ae cheat ook 
equismant the criteria and ate currently 
out on tender again and at 
evaluation stage but due to 
COVID-19 the procurement 
process is slow 
The reported performance is Finalise contracts and ensure 
provisional as the final figures preventative maintenance 
are still outstanding. Target are done 
No.7 Percentage Gross not met due to the slow Ongoing 


Margin 


accelerations in implementation 
of planned outages programme 
for corrective maintenance by 
engineering operations 
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No. 
11 


System Average 
Interruption 
Frequency Index 
(SAIFI) 


The target has not been met as 
reports were submitted to MPAC 
sub-committee, reports of only 
R304 million were approved in 
June. These reports however 
were not approved for write off 
by Council. Outstanding reports 
that were submitted to MPAC 
sub-committee in June to be 
tabled at MPAC sub-committee. 
The committee scheduled 
meetings in August but both 
were cancelled 


1. All depots had resource 
constraints for both internal 
and external 

2. Unavailability of critical 
material 

3. Outages taking long due to 

faults on spurs 

Repeat faults 

Illegal connections 

Overloaded circuits 

Shortage of operators 

SAP and Forcelink could 

not close some work orders 

in time 

9. Shortage of Meggers has 
been affecting the 
restoration of supply 


00: ON 'Oo Or 


MPAC sub-committee to 
convene to consider report 
and recommendations to 
be submitted to Council for 
write off 
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F : epee ge Date of F F eee Date of 
Variance Explanation Mitigation Plan ' KPI Name Variance Explanation Mitigation Plan ; 
Implementation Implementation 
30% Restoration 
Customer Average Gf oowepsinpl 
No. Interruption No. . ied 
after logged forced 
12 Frequency Index 15 ‘ ; ae 
(CAIFI) interruption within 
1.5 hrs 
Average hours 60% Restoration 
to restore loss of of power supply 
No. ie : No. ; 
13 logged electricity Ongoing 16 after logged forced Ongoing 
supply to traffic interruption within 
signals 3.5 hrs 
Average time taken 
to repaired logged 90% Restoration of 
No. street lights queries No. power supply after 
14 (Secondary Roads, 17 forced interruption 
Main Arterials and within 7.5 hours 
Area Lighting) 
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KPI Name 


98% Restoration of 


Variance Explanation 


Mitigation Plan 


Date of 


Implementation 


No. power supply after 
18 forced interruption 
within 24 hours 
Ongoing 
100% Restoration of 
No. power supply after 
19 forced interruption 
within 7 days 
Percentage of LPU meters read 
as per the download file is 93% 
Percentage of Large | versus the 95% of the target. 
No. Power Users (LPU) | The 2% variance occurred due 
F 30-Sep-21 
20 meters read as per | to number of exceptions such as 


the download file 


the inaccessible properties and 
meters that have technical faults 
(offline) 


KPI Name 
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Percentage 
No. Domestic meters 
21 read as per the 
download file 
Percentage 
No. resolution of Audit 
22 findings: Internal 
Audit 
No. Peperniade . 
23 resolution of Audit 


findings: AGSA 


Variance Explanation 


Overall meter reading 
performance for Domestic 
meters is 90% and the target 
was 95%. 5% variance occurred 
due to number of exceptions 
such as the inaccessible 
properties and meters that have 
technical faults 


A slower than anticipated 
resolution of audit findings was 
realised in the 4th quarter 2021. 
However, there are some of 
the audit findings that rely on 
the year-end processes to be 
completed in order for them 

to be tested and resolved. We 
therefore anticipate that the 
currently reported achievement 
is likely to be adjusted upward 
as a result of testing the year- 
end processes or audit findings 
that are depended on the year- 
end processes 
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Mitigation Plan 


City Power 


Johannesburg 


Date of 


Implementation 


30-Sep-21 


Weekly 


Quarterly 
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No. 


24 


KPI Name 


Percentage of the 
strategic risks’ 
management action 
plans implemented 


Variance Explanation 


The target has not been met due 

to three reasons: 

1. Impact of COVID-19 on 
implementation of treatment 
plans i.e. discontinuation 
of disconnections from a 
metering perspective which 
impacted negatively on the 
metering, liquidity as well as 
network risks 

2. Some of the risks have been 
revised during the previous 
quarters which meant that 
new treatment plans were 
introduced and this resulted 
in calculation starting on 
zero basis thus reducing the 
average implementation of 
risk treatment plans. Risks 
reviewed during the year 
include liquidity, metering 
services, engineering 
operations and theft and 
vandalism risks 

3. Some treatment plans 
required funding for 
implementation which was not 
available during the year and 
this includes the cybersecurity 
as well as theft and vandalism 
risks. This also includes the 
outages risk where there was 
no funding for the retrofitting 
of sergis as well as rollout of 
SCADA to some degree 


The calculation of the KPI has 
thus been impacted as it is 
measured against percentage 
implementation of individual 
treatment plans and the total 
thereof per risk is averaged 


Mitigation Plan 


Date of 
Implementation 
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No. 


25 


KPI Name 


Percentage 
Compliance with 
relevant legislation 
and policy prescripts 


Variance Explanation 


Non-compliance with 

the following legislative 

requirements: 

1. Electricity Regulation Act, 4 
of 2006 
- Non-compliance with the 
frequency of meter reading 

2. National Energy Act 34, of 
2008 
- non-compliance with 
the restoration of supply 
after forced interruptions 
and the frequency of meter 
reading 

3. Municipal Finance 
Management Act, 56 of 
2003 
-Repairs and maintenance 
quarterly is below the 
required 8% 

4. Basic Conditions of 
Employment Act, 75 of 1997 
- Overtime (Above 40 hours 
per month) 

5. Municipal Systems Act, 32 
of 2000 
- 99.18% declaration of 
interests submitted 

6. Disaster Management Act, 
57 of 2002 

- No symptom screening; and 

- No regular disinfection 


Mitigation Plan 


Meter reading plan 

for LPU and domestic 
meters has been 
submitted during financial 
year 2020/21 
Compliance with power 
supply restoration 
targets is a standing 
KPA which is being 
monitored on a daily 
basis and interventions 
are being implemented 
regularly to improve 
compliance 

It should be noted 

that the following 
factors contributed to 
this non-compliance and 
Management is putting 
up measures to ensure 
that the finding does not 
recur 

Lack of repairs and 
maintenance materials 
Delays in the 
procurement process 
Delays in the finalisation 
of the labour 

Due to COVID-19, 

we have employees 
with comorbidities/that 
are not able to report 
for duty; this has also 
caused the number of 
hours to still be above 
40 hours in a month. 
HR&T is working on 
reducing the hours — end 
Q1 Oct 2021 
Declaration of interests 
submitted, 1938/1969 
(1969-15 employees 
left the service (new 
total — 1954. 10 
outstanding, and 6 
employees are on 
extended leave.) 
Symptom screening 
scanners (Wellness) — in 
a process of sourcing 
new devices for 
temperature screening. 
Regular disinfection 
(Office Hygiene) - City 
Power office hygiene 
department does not 
have the capacity to 
meet the standard. 
Planning to appoint 

a service provider to 
capacitate the current 
cleaning team 


Date of 
Implementation 


Ongoing since 

our KPI is 100%, 
risks changes, new 
legislations - there 
will always be non- 
compliance (when 
other groups are not 
meeting their KPls, 
in a way they’re 

not complying. As 
compliance we 

will continue to 
assist business in 
complying and at 
least meet the target 
of 90%.) 
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KPI Name 


Variance Explanation 


Mitigation Plan 


In order to avoid challenges 
experienced last financial 
year under the Capex KPI, 
the team has undertaken the 
steps mentioned below: 

¢ Labour contracts are in 


Date of 
Implementation 


No. EPWP Jee Due to the under expenditure in place to commence with 
26 opportunities Capex budget, EPWP target has work 30-Sep-21 
created not been achieved * Designs are ready to be 
presented to CIC in July 
* Engagements are ongoing 
with Housing Department 
* Engagements are ongoing 
with Housing Department 
* Deploy Network Access 
The emergency cybersecurity Sennen sie of ay igi 
report was approved and a PO network switches installed - 
has been created and issued Ocrenuoust e022 
to the service provider. The * Conduct ICT security 
planned activities like multifactor BSseeninents, ea 
authentication and privileged penetration tests -Auguet 
access management have oie 
commenced. The deployment of *iNetwort Atess Contin 
No. Percentage the outstanding 27% variance, . Sah esr int o 
97 protection against which will assist in addressing : ; 1p ; Monthly 
cyberattack the remaining portions and push Security policies with 


our protection to the envisaged 
target of 97%. 

An external network vulnerability 
probity has been conducted and 
a draft report is currently under 
review as part of ICT security 
assessments. 


relevant legislation — end 
Q4 

¢ Implement data 
classification — end Q4 

* Conduct proactive ICT 
security awareness 
campaigns — Jan, Feb, 
March, April, May and June 


Table 53: Amount Owed by Gauteng Provincial Departments 
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3.14. Statement on amounts owed by Government and Public Entities as at June 2021 


City Power 


Johannesburg 


Education - Province 886,053 1,733,006 3,007,783 5,626,843 
Finance - Province 800,945 - 18,306,629 19,107,574 
Health - Province 86,444 - - 16,201,091 -16,114,647 
Housing - Province - 292,402 13,678,698 13,971,100 
as ial aa a 1,888,643 1,495,028 5,265,099 8,648,770 
Transport - Province - - 2,322,786 2,322,786 
Total 3,662,086 3,520,436 26,379,904 33,562,426 


Table 54: Amount Owed by Gauteng Provincial Departments 


The amounts owed by Gauteng Province has decreased from R34.3m in the previous year. The highest contributor to the decrease 
is the department of health and housing. 


ESKOM - - 281,544,042 281,544,042 
PRASA - 310,486 310,486 
SA Post Office -333 - -333 
SANRAL 1,166,462 - 2,688,755 3,855,218 


Telkom SA LTD 1,532,739 1,021,303 6,799,969 9,354,011 
Transnet 1,558,671 564,849 577,284 2,700,804 
Total 4,257,540 1,896,638 291,610,051 297,764,229 


Table 55: Amount Owed by Government-Owned Entities 


The amounts owed by Government-Owned Entities has increase from R293.1 million in the previous year. The highest contributor 


increase being SANRAL and Telkom SA. 


Public Works - National 


1,612,577.72 1,398,095.67 


5,533,385.16 


8,544,058.55 


Table 56: Amount Owed by National Department 


The amounts owed by Government-Owned Entities has increase from R5.9 million in the previous year. 
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3.15. Interventions to Collect Arrear Debt = 


* The accounts with no queries are forwarded to Logistics to implement the dunning process (effect disconnection process). 

¢« A forum has been established between RSSC, City Power and the government departments to discuss the issues that are 
hindering collection. No meetings were held as yet. However, queries are managed as and when they are received. 

* Credit collection letters will be sent from office of MMC directed to various MECs copied to the Premier’s Office, CEOs of 
parastatals and Minister copied to the President. 


3.16. Recommendations and Plans for the Next Financial Year 2021/22 


In the year ahead, Management’s focus is on improving the finances of City Power. Revenue billing and collection impacts heavily 
on the sustainability of our business and as such it has become one of the major concerns and focus areas. Plans have been 
developed to turn the situation around and are now at the stage of implementation and realising the results. We also continue to 
focus on preventative maintenance to reduce outages and improve restoration times, which in turn increases customer confidence 
and allows us to collect the revenue we need. 


City Power continues to pursue the desired organisational health in 2022, and this will be achieved through a multi-year effort that 
is deliberate, intentional, based on incremental and sustained performance through the various interventions that are planned 
for this period. The successful delivery of a healthy organisation by 2022 will depend on investments taking place in the required 
intervals throughout the journey. It is envisaged that in 2022 City Power will be a fully healthy, productive, profitable, technologically 
advanced organisation that incorporates a diversified energy mix which includes renewables. 


LF] To read more on the VUCA Strategy KPAs, Key Performance Indices and intended outcomes refer to page 47 
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4. HUMAN RESOURCE AND 
TRANSFORMATION 


Stakeholder Impacted 


P 


Strategic Objectives Addressed 


g 
i 


Our Capitals 


F 
Q) 
wv) 
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Organisational Structure 


4.1. 
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S 4.2. Our Approach 
Cc 
fs//e¢]/z2 1/8] ]_ | )ege 
Ge mM # TF 3 | 2 or 88 ) The COVID-19 pandemic has abruptly amplified and reminded us how “VUCA’” the future is and will inevitably continue to be. 
wo? ” ” S a a5 During the 2020/21 financial year, we saw the organisation adapt and respond to the changes brought by the pandemic by 
operating within new parameters, revised processes and a creative workforce to drive the organisational strategy and achieve 
goals as set out in the Business Plan. 
e = © Ss 
2e| |-2| |88) | &] |8el |gs 
SEL/S5s_/s0_| £ | |e! | se 
eS [| is ml 2 gr] 8 T] as il es As the changes in the market occurred, workforce skills (CAPABILITY) as well as the organisation structure (CAPACITY) was 
> oO 
= & s Ws S oS uy of required to reflect such changes. This delicate balance between stability and adaptability ensured sustainability (CONTINUITY) 
7 = i of the organisation. Amidst the VUCA environment the culture of the organisation creates the foundation for stability and therefore 
does not change the culture (COMMITMENT). The culture is anchored by compliance to legislation and policies. As such 
(COMPLIANCE) enabled stability. 
2=| | Be) |e Se 8 oe 
= [e) Dn 
= — O) — —| —4 P= . ‘ ‘ Fs . . 
a 5 2 6 a @ es © £ cS a HR and transformation mandate is to lead the organisational renewal efforts of creating value through a productive 
Q so ow 
n ZB a = s & € 3 L= 5 « and engaged workforce and to achieve our objective of a high performing organisation through its people. 


In order to enable this, City Power has defined organisational levers to facilitate adaptability and agility whilst maintaining a stable 
foundation regardless of the changes in the market. Our Human Resources and Transformation Group has implemented this 


~2 2 oe <2 ge ae strategic objective through five human capital strategic pillars: 
oy o@s oS BE 3 
8 | | 88e _/e58|)ee (os | [Bs 
[i | aMmatomasare reo 
& aes| |£s"| |£8) |ee| |sk STRATEGY EXECUTION 
LP Sc a 58 OSs 
5 n= = 
Py >> 3 8 as (OF Create Build Empower for Boost =. Enable | ee 
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4.3. Key Highlights 


* Board approval of high level structure and the implementation thereof 

* Partnership with learning institutions (GIBS, UNISA) 

¢ Board approval of reviewed policies 

¢ Development and Board approval of the Consequence Management Framework 

* Successful implementation of Youth Skills Development Programme — which resulted in an intake of seventy-six (76) youth in 
an internship programme 

* Successful online UIF registration to allow employees and former employees to submit their UIF claims online 

* Commencement of recruitment process of over two hundred (200) trade assistants 

* Career Development — Promotion of one hundred and two (102) electricians 

* Recruitment — Successful implementation of phase one recruitment plan forty-one (41) — which resulted in significate reduction 
of people who are appointed in acting roles 

* Appointment of Chief Executive Officer and Chief Operation Officer bringing leadership stability 

* COVID-19 management initiatives: (COVID-19 toolkit for managers, Board approval of COVID-19 Policy, alignment to CoJ’s 
COVID-19 guidelines, training and awareness of City Power staff on COVID-19 by Labour Law 


4.4. Create Capacity 


The programmes planned for the year were to enable appropriate staffing and optimal use of the workforce. This year our focus 
was on the organisation structure design. 


Key KPls monitored to drive this strategic pillar: 


« Vacancy rate 

¢ Number of days taken to fill critical vacancies 

* Ratio of overtime cost to total employment cost 

« Number of employees with overtime that amount to over 40 hours per month without pre-approval by the GE 
¢ Number of employees acting above 6 months without CEO approval 

* Number of employees acting above 12 months without SE HR committee approval 


Vacancy Rate and Funded Vacancies 


According to the Local Government Municipal Systems Act, 2000 (Act No. 32 of 2000 as amended), Chapter 2 on Staff 
Establishment, paragraph 3 stipulates that: “A Municipal council must plan within the available budgeted funds”. In essence, this 
provision implies that a Municipal Entity such as City Power is expected and obliged to have an organisation structure that is both 
affordable and realistic. In an effort to ensure compliance to this legislation, City Power has an approved FY2020/21 recruitment 
plan (linked to budget availability) which is implemented to manage the vacancy rate. 


The alignment of the low-level structure to the approved high-level structure has also addressed positions, which were no longer 
affordable/required, thus contributing to the overall vacancy rate. 


Vacancy rate throughout the financial year 2020/21: 


Staff Establishment 1,984 1,984 1,984 1,998 
Staff Complement 1,691 1,708 1,689 1,757 
Vacancies 293 276 293 241 
Vacancy Rate % 14.77% 13.91% 14.87% 12.06% 
Target % 12% 12% 12% 12% 
Variance 2.77% 1.91% 2.87% 0.06% 


Table 57: Appointments in FY2020/21 
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2020/2021 Target vacancy rate target: 12% 
2020/2021 Actual vacancy rate: 12.06% 


This positive movement from quarter 1 was attributable to: 

* Review of organisational structure in alignment to the changing environment 
* Alignment of low level structure to high level structure 

¢« Recent youth intake of 76 interns 

* 75 Terminations 


FY2020/2021 internal appointments: 


Engineering Operations 


Manager: Klipspruit v 1 


Manager: Roodepoort 


v 
Manager: Work Management Centre v 1 
Manager: Direct Current Systems v 


Senior Technician: SCADA 


Team Leader 


Senior Engineer: Fault Investigations 


Senor Technician: Direct Current Systems 


~/ SA els 


Maintenance Clerk 


Engineering Services 


Engineer: Primary Plan Design 


Chief Engineer: Asset Management 


Chief Engineer: Primary Plant 


Chief Engineer: Master Planning 


Maintenance Scheduler 


Maintenance Clerk 


Senior Engineer: NDP & Transmission 


Senior Engineer: NSP South 


Senior Engineer: Primary Plant Design 


Trade Workers 


Senior Engineer: Sec. Plant (Planning) 


Team Leader: Overhead and Underground 


Team Leader: Substations and Intake stations 


Senior Engineer - Secondary Plant ( Technology) 


So) 8s | 8 Se) Sel Sd S| S| RTS 


Engineer - Primary Plant 
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It must be noted that City Power has a sizeable ageing workforce and retirees (Trade Assistants, Trade Workers and Electricians). 
Therefore, part of the FY2020/21 plan included a large graduate in training intake (52 GITs, 19 TIT, 65 AIT and 76 Interns) adding 
: . up to 212 new intakes. Terminations should bring about a significant number of savings, where the budget can be redirected to 
Metering Services F 
the FY2021/22 recruitment plan. 
Manager: Prepaid v 1 
Manager: LPU1 v Remuneration 
Manager: Domestic v 1 2020/21 Salary Increases 
Team Leader: Vending Monitor v 1 
aa ; y * Salary increases were implemented in line with the SALGBC Collective Agreement, following the tabling and approval of the 
Team Leader: Validation & Device : agreement at the City of Johannesburg's Mayoral Committee and the City Power Board 
Enterprise Support * The annual salary increase for 2020/21 was 6.25%. The CEO’s salary increase is proclaimed by COGTA. 
Manager: ICT Governance ff « An amount of R8,089,964.10 was paid to staff for long service awards in line with the City Power Rewards Policy 
Team Leader: Transport Operations v Payment of Performance Bonuses in 2020/21 for 2019/20 
Human Resources and Transformation 
Manager: Talent Acquisition v 1 SPS err Se i eriee viet . . : . . 
« Aperformance bonus scheme linked directly to the City Power Integrated Performance Management System applies and is 
Manager: Skill Development v 1 implemented. 
Officer: Payroll va 1 * Performance bonuses are paid annually pending the audit by the AG and recommendation by the Social, Ethics and Human 
Boal SSGRaIE Resources Committee and final approval by the Board. 
USrISSS ye ea * The financial position or performance of the company is a critical consideration as this has a direct impact on the affordability 
Senior Advisor: Strategy Risk Management v 1 or size of the bonus payment being contemplated. 
Finance * The size of the bonus were dependent on the performance of the company, the Group, and the individual employee. 
Senior Buyer v 1 ; ; . — ; = 
During the financial year EXCO adopted the principle of gate-keepers at company level that influenced the decision of the payment 
Office of the CEO of performance bonuses based on the AG score. 
Senior Auditor: IT v 1 
Youth Development i | 
atemis 6 | For information on Non-Executive and Executive Director remuneration refer to page 80 
TOTAL a 


Staff Cost vs Total Opex 


Table 58: Impact of the Recruitment Plan On the Vacancy Rate 
The total employee cost as a percentage of total Opex is depicted in the table below: 


Total Staff Cost R1,296,688,000 

Total Opex R4,997,092,000 

% of Staff cost to Opex 25.95% 

Target % 25% a 
Table 59: Total Employee Cost as a Percentage of Total Opex lvariance% C—O J GG | 


Table 60: Impact of the Recruitment Plan On the Vacancy Rate 


| | For detailed Financial Information refer to our AFS. 
== 


Overall staff cost of R 1,296,688,000 for 2020/21 was below the set target of R 1,354,944,000. 5 


The cost of overtime remains a major contributing factor to the high staff cost and must be managed. 
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2020/21 Overtime Budget Versus Staff Cost Budget 


Overtime 


R132,836,176.15 


Staff Cost 


R1,354,944,000.00 


Overtime as a % of Staff Cost 


9.93% 


Table 61: Total Overtime as a Percentage of the Total Staff Cost 


Overtime as a Percentage of the Total Staff Cost 


Total Overtime 


R142,927,000.00 


Total Staff Cost 


R1,296,688,000.00 


% of Overtime to Staff Cost 


11.02 


Target 
Variance 


9.93% 
1.09% 


Table 62: Development Spend as a Percentage to Payroll 


Johurs 


4.6. Skills Development Plans 


To enable learning delivery City Power has, during the FY2019/20 and FY2020/21, defined and adopted a competency framework 
with the required functional, leadership and behavioural competencies. To enable strategy-led training and development, City 
Power has adopted the 70:20:10 learning approach, where 70% of training will be attained through on-the-job training, 20% 
through industry seminars and 10% through institutions of higher learning and SETA accredited institutions. 


Key to the successful skills development programme was partnerships with SETA accredited learning institutions (UNISA and 
GIBS) as well as institutions of higher learning, in addressing competency through training and development. To ensure that 
development and improvement of employee’s skills were not compromised while protecting the health and well-being of City 
Power employees’ during the year, most of the Skills Development Programmes have been revised and were conducted virtually. 


We spent 1% of payroll expenditure to skills development as per the Skills Development Act and the set KPI. 


Overview of Total Investment in Skills Development as a Percentage of Payroll 


City Power 


a world class african city Johannesburg 


Learning R11,506,006.67 R13,340,941.45 
Payroll R806,955,589.64 R1,005,302,955.37 
Percentage 1.31% 1.15% 
Target % 1% 1% 
Variance 0.31% 0.15% 


A workforce analysis to address persistent shift work challenges resulting in high overtime cost, is considered as a long-term 
solution. The necessary consultations will be complied with before taking a decision. 


4.5. Build Capability 


The capability building focus areas for this period include: 


« Strategy cascade and performance development 

« Leadership development programme targeted at CEO, GEs, GMs, managers and team leaders 
* Learning curriculum publication 

* On-line learning interventions partnerships 

* Building best in class and accredited learning facilities 


Key KPIs managed to drive this strategic pillar are: 


* Percentage skills development spend as a percentage to payroll 
* Percentage employees with performance reviews by mid-year and year end 
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Table 63: Further Study for the Past Three Years 

The year-on-year performance reflects a consistent achievement of both the KPI and compliance with legislation. 

Skills development is a key component of our talent management strategy and is fundamental to enabling transformation, as well 
as upskilling and advancing designated groups. To maximise the impact of our strategy, and to ensure the quality of our future 


talent pipeline, we adopt a dual approach, focusing on developing skills internally and enabling external education, capacity 
building and skills development to improve the employability of graduates from various institutions. 
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City Power’s Skills Development Investment 


Budget Spent 


R 5,153,401.01 


R 5,006,670.40 


Certificates 


12 


48 


Higher Certificates 


17 


18 


Diploma 
National Diploma 


8 


Advanced Diploma 32 34 
B-Degrees/B-Tech 31 63 
Honours Degree 2 15 
Masters Degree 8 7 
TOTAL 111 200 


Table 64: Mandatory Training 


Budget Spent R 5,153,401.01 R 5,006,670.40 
First Aid 287 50 
Firefighting 271 50 
SHERQ 112 6 
Scaffolding 7 40 
Stacking & Storing 11 35 
Signage & Barricading 25 38 
Truck Mounted Crane 10 48 
Counter Balance Lift Truck 66 40 
Rigging & Swinging 20 80 
Cherry Picker 232 60 
Overhead Crane 9 2 
COVID-19 Workplace Preparedness 

Health & Safety : / ea aes 
TOTAL 1,050 714 


Table 65: Technical Training for Contractors 


Income to City Power Through 


telning. Contactors R 321,457.02 R55,560.00 
Electrical Access 111 1173 
Electrical Safety 63 1141 
ORHVS 18 6 
ORHVS for RP 0 0 
11kv Simulator 4 0 
Total 196 2,320 


Table 66: Technical Training for City Power Employees 
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ORHVS 207 120 
ORHVS for RP 6 0 
11kV Simulator 25 4 
Basic Protection 17 0 
LV Cable Jointing 6 0 
MV Cable Jointing 29 0 
Operators in Training Authorised 27 40 


Full Operators Authorised 


Simulator Induction 


Total 


Table 67: All Other Functional Training 


Budget Spent R 6,266,726.99 R 6,464,143.23 
sree a lala NIA 269 
Women Development Programme N/A 54 
All Other Functional Training 288 868 
Total 288 1,191 


Table 68: GIT Participants in the Past Three Years 


CITY POWER INTEGRATED REPORT 2020/2021 


] ww a 
° = » a T 
Jobure : 
City Power 
a world class african city Johannesburg 

Graduate-in-Training Programme Artisans in Training Programme 

City Power has instituted a graduate-in-training programme that seeks to establish an effective and efficient programme aimed at We take cognizance that there is huge need in our country for the upskilling of artisans and have instituted a learnership 
bridging the gap between academic study and competent performance in the workplace by offering structured GIT opportunities programme to respond to this need. A learnership is a work-based learning programme that leads to an NQF-registered 
to graduates and unemployed youths that will enable them to gain practical work experience for the benefit of City Power and the qualification. Learnerships are directly related to an occupation or field of work, for example, electrical engineering or project 
South African market. The diagrams below depicts City Power’s GIT Programme intake in the past 3 years. These graduates are management. Learnerships are managed by SETAs and intend to help skill learners and to prepare them for the workplace. 
now part of the professional layer within the organisation. Learnership programmes can help the learner to gain the necessary upskill and workplace experience that will open up better 


employment at City Power or self-employment opportunities. Learnerships require the learner to complete a theoretical course as 
well as practical training, which is done at a workplace, in order to complete the qualification. 


2018/19 GITS Number 2019/20 GITS Number 2020/21 GITS Number 
BSc Electrical Engineering BSc Electrical Engineering 
/ Bing Electrical and / Bing Electrical and fe) 
Electronic Engineering Electronic Engineering 
Bee Wanandimeatonal South African Council for 
BSc Chemist ‘ Graduate Co-operative Sedibeng Technical College 
is peeing (SACGRA) in partnership in partnership with EWSETA Local Government SETA 
i with EWSETA 
ND Industrial Engineering Ee U Schileol Ni ate) 2 
Management 
Bcomm Accounting Bcomm Accounting 4 eee per ee 
National Diploma: Electrical 20 N6 Electrical Engineering 25 Plumber 4 
peel Uelniate ey Bsc Computer Science 1 Engineering Total 25 Bricklayer 7 
anagement 
5 Total 20 Painter 6 
Bcomm Business B-Tech Human Resources 3 
Management Management Plasters 5 
ae Welders 2 
inne B-Tech Criminology 1 
eee Carpenters 5 
Bcomm Information Electricians 8 
Systems : 
Tilers 3 
B-Tech Information 
Technology Total 40 
B-Tech Internal Auditing BA Media Studies, 
Corporate Communication, 1 
BA Law 3 Marketing, Journalism Figure 24: Artisans in Training Programme Participants 
BA Media Studies, 
Corporate Communication, 10 
Marketing, Journalism 
B-Tech Business Admin 2 
Total 49 | | Total 24 Total 50 


Table 69: Employment Equity Figures as at 30 June 2021 


25 
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Internship Programme 


To further contribute to the reduction in the unemployment of youth, we have revised our approach to the internship programme 
FY2021/22 to include the following: 


* Include candidates that do not hold a Bachelor’s degree, thereby enlarging the target audience for the internship recipients to 
include youth with Matric, Diplomas and/or National Higher Certificates; and 

* Align the internship programme to the Public Service Internship Programme by the Department of Public Service and 
Administration and the BBBEE Act by ensuring that there is a focused intake of youth, women, people with disabilities as well 
as those who reside in rural areas and as such have partnered with Training Force whose focus is enabling the stated 


designated groups. 
In 2020/21, we have onboarded 73 youth, 52 female and 6 people with disabilities. 


Our objective for this programme is to capacitate unemployed youth and where there is an operational requirement, absorb the 
intern into City Power in a permanent position. 


RPL Programme 


City Power has partnered with UNISA Enterprise to enable the RPL Programme of identifying your knowledge and skills against 
your qualification or part thereof. The process involves the identification, mediation, assessment and acknowledgement of skills 
obtained through informal, non-formal and/or formal learning. Our programme will include technical and business orientated 
qualifications. The potential candidates will be required to follow the process below to be RPL’ed. 
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Figure 25: Process for Recognition of Prior Learning 
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Obtain RPL Complete and return Application review Recognition of prior Further study 
application kit RPL application kit and confirmation learning is awarded required 


Leadership and Women in Leadership Development Programme 


To strengthen the leadership bench we partnered with the University of Pretoria and developed programmes targeted at team 
leaders, managers, general managers and executives. While creating necessary leadership pipelines, City Power (as with most 
other organisations) face the issue of achieving a leadership balance. That balance is heavily impacted by gender. In partnership 
with MANCOSA, City Power has created a leadership development programme that gives our female employees the opportunity 


to have mobility in the organisation. 


For the FY2021/22, we developed a Transformation Index - a new HR and Transformation KPI to drive and enhance transformation 
initiatives such as skills development. The key deliverables added and measured include: 


« Number of youths hired as per socioeconomic development plan (CoJ co-production programme) and 
* % of enterprises trained in line with the enterprise development plan 


4.7. Empower for Commitment 


The commitment development programmes enable employee care and advocacy as a catalyst for employees giving of their time 
and energy. 


Culture and Change Management 


As per the Culture Journey, the focus for the FY2020/21 was “Re-imagining what it means to be productive and developing a 
capacity model that derives the most value from our employees, consultants and contractors”. 


The below diagram displays the City Power Culture journey over the years: Our Past, Our Present and Our Future. 


FY 2019/20 
Introduced a fith strategic 
pillar Continuity. Implemented 
strategies to minimize the 
spread of COVID-19, with 
the focus on the three deeply 

connected dimensions of 
an organisation: work (the yy 
what), workforce (the who), f e+ 
and workplace (the where) 
(Continuity) 


FY 2021/22 
Balancing the supply 
and demand of skills 
through the effective 

implementation of 
the 7Bs of talent 
management allowing 
our workforce to deliver 
on our organisational 
mandate (Capability) 


oN 


FY 2017/18 
Empowered leadership 
to lead the change 
agenda and launched 
the ‘lam IN’ culture 


® initiative (Commitment) 
yy 
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FY 2016/17 , 2 ) 
Defined the four Human 2 
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FY 2018/19 
Strengthened HR 
governance and 
compliance which 
culminated in a positive 
review by the external 
auditors (Compliance) 
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FY 2019/20 
Re-imagining what it 
means to be productive 


and developing a \ 
capacity model that tay 


derives the most value 
from our employees, 
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Figure 26: City Power Culture Evolution 
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An analysis was conducted to determine the capacity and capability required to deliver on the HR Operational Plan. 


* This analysis indicated that in order to effectively implement the directives of the VUCA strategy, appropriate capacity and 
capability has to be sourced both internally and externally. 
Action completed: Successful implementation of the recruitment plan FY2020/2021 

* The use of external capacity and capability is in line with the 7Bs of talent management. 
Action completed: City Power partnered with strategic partners and institutions of higher learning. This is in line with the 
borrow principle (forming alliances with consultants, contractors and other strategic partners) and the build principle (training, 
development, mentorship, coaching, performance management and further studies) 

* City Power remains cognizant of the need to contain costs and implement measures to contain operational costs and eliminate 
all non-essential expenditure. 

* To respond to the consultancy reduction plan: 
Action completed: Skill transfer in City Power is mandatory, as such the strategic partner terms of reference indicate the skills 
to be transferred, time frames and monitoring and evaluation arrangements 


|_AM_IN Programme 


The Change Agent Network (CAN) falls within the |_ AM_IN programme under the Commitment strategic pillar. The change agents 
represent all parts of the organisation and help drive communication and adoption of change at all levels. For the FY2020/21, the 
following were achieved: 


* Identifying change agents 

* Training and coaching of change agents 

¢ Enhanced communication with change agents on high-level organisational changes updates, recruitment updates, and 
navigating work life at home toolkit 

¢ Induction of graduates in training with one of the partnered learning institutions 


Change Management Plan 


Through change management, City Power was able to increase its effectiveness in executing against a mandate for change 
by proactively managing change fatigue, rebuilding the trust base with relevant stakeholders and actively supporting the 
implementation of strategic, operational and tactical interventions. 


Change management has also been identified to assist in alleviating possible projects failure as follows: 


* Aligning the change within the existing organisational structures and systems. 

* Integrating and coordinating the project change initiatives with other current organisational change initiatives such as the 
culture program. 

* Gaining stakeholder commitment across the board. 

* Delivering tangible changes in culture, behaviour and attitudes. 

* Setting the groundwork for future implementations. 

* Improving and sustaining organisational and process performance levels. 
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4.8. Employment Equity and Affirmative Action Plans and Programmes 


As a designated employer, City Power is fully committed to complying with the Employment Equity Act. Diversity and inclusion 
remain key drivers of our transformation journey and are, we believe, integral to building a workforce that reflects our commitment 
to equal employment opportunities regardless of race, gender, age, disability, religion, or sexual preference, and reflects the 
demographics of the country. There has been an ongoing focus on the development of talent, with particular progress representation 
on people with disabilities, youth and gender equality and representation at a senior level, taken as an opportunity when filling 
emergent talent gaps during the course of the year. 


Employment Equity Figures 


Target Achieved | Target Achieved | Target Achieved 


FY2019/20 1,984 1,705 85% | 92.84% 28% | 32.02% 2% | 3.34% 
FY2020/21 1,998 1,757 85% | 93.80% 28% | 34.21% 2% | 2.90% 


Table 70: Occupational Skills Level per Gender 


Employment equity ratios display an overall improvement in comparison to FY2019/20. It is also important to note that City Power 
consistently achieved its set targets as per the employment equity plan. We have a five-year employment equity plan and seek to 
ensure that we not only meet our targets but we also mirror the target of the Province, particularly on the gender profile. 


However, we note that the drop from the previous year in the ratio related to people with disabilities and when we recruited for the 
FY2021/22 internship programme, we were deliberate in bringing in people with disabilities, with the intention that upon successful 
completion of the internship programme, the interns will be appointed into permanent positions. Looking forward, it is our goal to 
increase our people with disabilities target from 2% to 4%. 


Overall Employee Landscape for Each Occupational Skills Level 


Top Management 3 3 6 
Senior Management 20 8 28 
Professional Qualified 96 65 161 
Skilled Technical 614 239 853 
Semi-Skilled 177 215 392 
Unskilled 246 71 317 
Total Staff Complement 1,156 601 1 (Ou 


Table 71: Occupational Skills Level per Gender 


Top Management 0 : 
Senior Management 22 3 2 28 | ® 
Professional Qualified 136 2 4 19 161 | 
Skilled Technical 710 8 36 99 853 | 
Semi-Skilled 369 0 15 392 | 
Unskilled 313 0 0 317 | 

Total Staff Complement 7 


Table 72: Workforce Profile in Terms of Age, Race, Gender and Foreign National Status 
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Breakdown of Current Staff Compliment of 1,757 


18-34 0% | 0% | 0% | 0% | 0% | 0% | 0% | 0% | 0% | 0% 0% 
Top Management >35 50% | 0% | 0% | 0% | 50% | 0% | 0% | 0% | 0% | 0% 100% 
(Level 1-2) 
18-34 Total 50% | 0% | 0% | 0% | 50% | 0% | 0% | 0% | 0% | 0% 100% 
Top Management 
: 35 3 3 6 18-34 0% | 0% | 0% | 0% | 0% | 0% | 0% | 0% | 0% | 0% 0% 
(Level 1-2) Senior Management 
Total 3 3 6 (agai aai) >35 57% | 4% | 7% | 4% | 21% | 0% | 4% | 4% | 0% | 0% 100% 
18-34 Total 57% | 4% | 7% | 4% | 21% | 0% | 4% | 4% | 0% | 0% 100% 
Senior Management 
Level a4) >35 16 1 2 1 6 1 1 28 18-34 60% | 0% | 3% | 0% | 37% | 0% | 0% | 0% | 0% | 0% 100% 
Total 16 1 2 1 6 1 1 28 Rrojessional nailed >35 44% | 2% | 1% | 12% | 37% | 2% | 0% | 2% | 0% | 0% 100% 
(Level 5-6) 
18-34 18 1 11 30 Total A7T% | 1% | 1% | 10% | 37% | 1% | 0% | 2% | 0% | 0% 100% 
Professional Qualified : 
He = () (0) (0) (0) (0) (0) (0) (0) () (0) (0) 
(Level 5-6) =e = t ° © : : Be Skilled 18-34 54% | 0% | 0% | 0% | 45% | 1% | 0% | 0% | 0% | 0% 100% 
ota Top M t 
ae 7 ae = ae 18-34 | 0% | 0% | 0% | 0% | 0% | 0% | 0% | 0% | 0% | 0% 0% 
killed Technical 
netnis “_ >35 308 | 30 | 6 | 90 | 147/ 5 | 2 | 9 687 Skilled Technical >35 58% | 4% | 1% | 13% | 21% | 1% | 0% | 1% | 0% | 0% 100% 
Total 488 | 30 6 90 | 222 | 6 2 9 853 (Level 7-8) (Level 7-8) | 57% | 4% | 1% | 11% | 26% | 1% | 0% | 1% | 0% | 0% 100% 
18-34 10 17 27 18-34 37% | 0% | 0% | 0% | 638% | 0% | 0% | 0% | 0% | 0% 100% 
Semi-Skilled Semi-Skilled - i : A 3 - - - ; : 
(Level 9-10) >35 100 | 2 2 88 5 13 210 (Level 9-10) >35 48% | 1% | 0% | 1% | 42% | 2% | 0% | 6% | 0% | 0% 100% 
Total 110 | 2 105 | 5 13 237 Total 46% | 1% | 0% | 1% | 44% | 2% | 0% | 5% | 0% | 0% 100% 
eesiee 18-34 24 1 14 39 = 18-34 62% | 3% | 0% | 0% | 36% | 0% | 0% | 0% | 0% | 0% 100% 
fevel : is >35 220 | 1 55 | 2 278 evel ; i >35 | 79% | 0% | 0% | 0% | 20% | 1% | 0% | 0% | 0% | 0% | 100% 
Total 244 | 2 69 2 317 Total 77% | 1% | 0% | 0% | 22% | 1% | 0% | 0% | 0% | 0% 100% 
18-34 58 87 1 146 Temporary 18-34 | 40% | 0% | 0% | 0% | 60% | 1% | 0% | 0% | 0% | 0% 100% 
Temporary >35 5 4 9 >35 56% | 0% | 0% | 0% | 44% | 0% | 0% | 0% | 0% | 0% 100% 
Total 63 91 1 155 Total 41% | 0% | 0% | 0% | 59% | 1% | 0% | 0% | 0% | 0% 100% 
Table 73: Percentage Standing on Race and Gender Table 74: Disability Workforce Profile 


2.9% of the current staff complement is people with disabilities, which is which is 51 of 1757 employees. 
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Disability Workforce Profile 4.10. Boost Compliance 
2.9% of current staff complement are people with disabilities, which is which is 51 of 1,757 employees. Capacity development programmes must enable appropriate staffing and optimal use of the workforce adherence to transformation 


imperatives, employment regulations and organisational directives. It is also intended to embed a culture of accountability in order 
to drive behaviour/conduct that is informed by the City Power policy environment, regulatory and legislative prescripts. 


HR and Transfomation Policy Review 


Policies establish boundaries for acceptable behaviour, accountability and guidelines for best practices in certain work situations. 
They offer clear communication to employees as to how the organisation expects them to act. HR Policies contribute to the 
overall culture of the workplace, because they instil norms and values. Further to that, HR Policies help to ensure compliance 
with applicable laws and regulations and contains guidelines for governance; and/or sets limits within which people are expected 
to operate. 


Top Management 
(Level 1-2) 


Senior Management 
(Level 3-4) 


Accordingly, during the period under review, HR and Transformation reviewed all its policies, processes and procedures to support 
the High Performing Organisation Principle and align to the HR Regulatory Framework and BBBEE Codes. 


Professional Qualified 


(Level 5-6) 
Below are the reviewed Human Resources and Transformation policies: 


Skilled Technical 


(Level 7-8) 
— (rn Talent Management Skills Development COVID-19 Policy 
Semi-Skilled : Policy Policy 
(Level 9-10) Ne 
Unskilled 
(Level 11) 
Total 6 10 
iy : Code of Ethical Disciplinary Code SHERQ Policy 
Temporary >35 E Conduct and Grievance 
Total 1 2 Ss Procedure 


Table 75: TASK Method Job Evaluation 


4.9. Employee Induction (iL Employee Wellness Employment Equity Harassment Policy 
E meee Policy Policy 
Employee induction is the first step towards gaining an employee’s commitment. Induction is aimed at introducing the company \ex 
to the employee and the employee to the company. Induction involves the orientation of the employee in the company culture, = 
introducing the employee to the company’s Conditions of Service, Policies and expected Ethical Conduct. The aim is to conduct 
employee induction on a quarterly basis — in-line with new employee intake. 
In-line with the 2020/21 recruitment plan/initiatives, most of the intake was internal; however inductions for the year were mainly Ag Brddd-Based Individual 
for Interns, GITs, Technicians in Training and Artisans in Training as well as the youth intake (interns). Inductions took place : Black Economic Performance Rewards Policy * 
throughout the year in partnership with UNISA Enterprise and all City Power groups. 4 Empowerment Management Policy 
pe! Policy : 
a 
Disability o 


Dress Code Policy 


Management Policy Leave Policy 
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4.11. Rewards Policy 
The Remuneration Policy was renamed to: Rewards Policy and 2021/22 Schedule of Payments Guidelines; 


* The policy is a consolidation of 2 policies, previously named (i) Remuneration Recognition and Benefits Policy and (ii) 
Remuneration Philosophy, into one policy. 

* The policy governs the Remuneration, Benefits and Recognition provisions and provides the foundation for the guiding 
principles that determine how the reward processes operate. 


Philosophy and Guidelines of the Policy 


« The philosophy represents a set of beliefs and principles, which underpins City Power’s reward strategic objectives. 

« It provides the foundation for the guiding principles that determine how the reward processes operate. 

* City Power supports the principle of fair and equitable remuneration. 

* — It further views responsible remuneration as mutually beneficial to both the employee and the company. 

* The process of remuneration management shall be transparent and conducted in good faith. 

« The philosophy further considers competitiveness, performance-driven, affordability and sustainability, and monetary and 
non-monetary rewards. 

* The value of the remuneration package is determined in line with the job grading outcome. 

* City Power shall use the TASK method of job evaluation for all jobs of General Manager and below, as per the following 
table: 


Unskilled & Defined Decision- 


Making 1-3 General Worker 

Semi-Skilled & Discretionary Support and Semi-skilled, Administrative, 
2s : 4-8 . 

Decision-Making Artisan, 


Skilled Technical & Academically 
Qualified/Junior Management/ 9-13 
Supervisor/Foremen 


Supervisory, Team Leader and 
Professionally Qualified 


Professionally Qualified & 


Experienced Specialists/Middle- 14-17 Manager 
Management 
Senior Management 18 - 22 General Manager 


Table 76: Disciplinary Cases 


* Executive positions are guided by the COGTA limits. 

* All jobs shall be evaluated every five years or sooner if the job content has changed significantly (by 30% or more) or as a 
result of a restructuring exercise. 

* Trainees on a programme are clustered in a generic job designation which is not graded. Relevant levels will apply. 


Looking forward to the next financial year we will benchmark the City Power salaries against the national salary survey and other 
municipal-owned entities. 
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4.12. Consequence Management 


On 28 May 2021, Board approved the City Power Consequence Management Framework to augment and strengthen the 
control environment. This step was taken in recognition of the fact that consequence management had not been elevated to 
acceptable levels at City Power as previously highlighted by the Auditor-General. 


Embedding a consequence management culture at City Power will require extensive awareness sessions as well as training. To 
this end, City Power has partnered with UNISA for the provision of Ethics, Corporate Governance and Consequence Management 
training across the organisation. It is envisaged that the training will run with effect from August 2021, covering levels from Team 
Leaders up to the Executive Management. 


Training and Awareness Initiatives 


« City Power has partnered with University of Pretoria and has provided training to all Management and professionals on 
understanding their roles and responsibilities respectively. 

« In addition, City Power has also partnered with UNISA and have designed training on Ethics, Corporate Governance and 
Consequence Management for all levels of Management. The training will equip Management on the governance, risk and 
compliance roles and ensure that they take responsibility and accountability. 


Declaration of Interests 


To further minimise non-compliance, employees are required to declare their interests. In the 2020/21 financial year, there was a 
total number of 1,969 employees eligible to declare interests. This number includes 283 in-sourced security officers. Positively, 
the total submission is at 99% submission with only 21 outstanding employees. Of the 21 employees, eight were on special 
dispensation sick leave. The management of the outstanding 13 declarations have been engaged with a view to address the 
outstanding submissions. 


Looking forward to the next financial year we will publish the Consequence Management Framework and continue with training 
and awareness on consequence management, ethical conduct, corporate governance matters. 


4.13. Employee Relations 


In the last quarter of the financial year, Internal Audit conducted an audit on unethical business practices resulting in fraud 
and corruption, covering the period between 01 July 2020 and 31 March 2021. The objective of the audit was to evaluate 
the adequacy and effectiveness of the HR and Transformation controls focusing on risk management, internal controls and 
governance processes. The audit mainly focused on regular awareness on fraud, training on the code of ethical conduct as well 
as consequence management processes. We are glad to report that HR and Transformation has achieved clean audit outcomes 
on the audit under reference. 


For the FY2020/21 City Power recorded a total of seven new disciplinary cases, of which five of the cases were finalised. 


1. Insubordination Finalised with a final written warning 125 
2: Misuse of company property Finalised with a final written warning 79 
3. Absenteeism Finalised with written warning 5 
4. Abscondment | Finalised with termination of employment 20 
5. Absenteeism | Finalised with termination of employment 76 
6. Conflict of Interests In Progress In Progress 
7. Absenteeism In progress In Progress 


Table 77: Disciplinary Cases Recorded 


CITY POWER INTEGRATED REPORT 2020/2021 


City Power 


a world class african city Johannesburg 


a *) 
| a ad 
= cf ae T 
Jobure ; 
City Power 
a world class african city Johannesburg 
Below are cases recorded in previous financial years but finalised or are in progress during the current FY2020/21 4.14. Enable Continuity 
City Power is required to build the organisational capability to navigate the disruptions happening in the workforce, society, and 
the business. 
ae : The key KPIs driving this strategic pillar are: 
1. Fraud February 2021 Termination - Retirement 
Threatened Employee September 2020 Withdrawn * COVID-19 Management Plan (i.e., Physical and psychosocial support and awareness) 
Gross Negligence In Progress In Progress — Sec 288A * Medical Surveillance Programme (i.e., COVID-19 screening, testing and contact tracing, assessment of vulnerable groups, etc.) 


* Entry and Exit Health Assessments 
Table 78: Average Time Taken to Resolve Disciplinary Case1 

Employee Wellness Programme 
The below table summarises the overall performance of the KPI — Average number of working days taken to resolve disciplinary 
cases: Employee wellness management emerged as a priority due to increasing recognition that the health and well-being of employees 
directly impacts on productivity of the entire organisation. As employees are the life-blood of the organisation it is vital to help 
them produce at their optimum levels. Work is central to people's well-being, in addition to providing income; work can pave the 
way for broader social and economic advancement, strengthening individuals, their families and communities. City Power seeks 
to contribute to the Decent Work Agenda to achieve sustainable development that is centred on people. City Power seeks to 
develop policies, systems, programmes, and a preventative culture to promote the holistic well-being of its employees. The holistic 
wellness approach looks beyond physical body systems. 


Table 79: COVID-19 Statistics The diagram below illustrates City Power’s holistic wellness approach enabling our people to live every day in the happiest and 
healthiest possible way. 


The above table demonstrates the target has been met, and cases were resolved within the stipulated period. 


As articulated in the previous year, it was imperative for FY2020/21 to intensify awareness on the Code of Ethical Conduct in order Social Wellness Intellectual Wellness 
peer . 7 . : Is the process of creating and maintaining healthy, meaningful Is the process of expanding knowledge and skills as well as 
to significantly reduce dishonesty-related misconduct. Awareness sessions were scheduled and conducted successfully. relationships wilh thase-arouid youk Topiesandianaiaples ghigacina inteteative and mentally stimulating aciivities: Topiésand 


examples of activities include training and education, reading lists, 
and cultural events. 


of activities include building healthy personal and working 
relationships, community involvement and volunteerism, and 
employee association support. 


Spiritual Wellness 

Is the process of discovering purpose and meaning 

in life and living a fulfilling life consistent with one’s 
beliefs and values. Topics and examples of activities 
include accommodating religious holidays, respecting 2 
the views of others, using meditation rooms, practicing 
yoga, spending time in nature, and engaging in 
community service activities. 


Physical Wellness 

Is the process of engaging in healthy activities 

that benefit the body, such as nutritious eating and 
exercises. Topics and examples of activities include 
nutrition, fitness, smoking cessation, substance 
abuse, and weight management. 


Financial Wellness 

Is the process of learning to plan, save and 
spend financial resources efficiently and 

within one’s means. Topics and examples of 
activities include seminars on financial planning, 
purchasing or selling a home, and retirement 
planning. 


Occupational Wellness 
Is the process of developing skills in and achieving 
personal fulfillment from our jobs while maintaining 
balance in our lives. Topics and examples of activities 
include mentoring and career management, education 
and training, support for dual career employees and 
single parent employees, and workplace policies to 
help employees achieve a healthy work-life balance. 
Environmental Wellness 5 
Is the process of making choices that will contribute to sustaining 
or improving the quality of life in the world. Topics and examples 
of activities include accessible stairwells, and walking trails (on 
an individual level), and greening the workplace and promoting 
environmentally healthy choices in employees’ personal lives 
(on a global level). 


Emotional Wellness 

Is the process of recognising, expressing , and managing one’s 

full range of emotions, including coping with stress. In addition, it 
encompasses the process of developing self-esteem and a positive 
outlook on life. Topics and examples of activities include stress 
management, and depression management. 


Figure 27: Holistic Wellness Approach 
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COVID-19 Management 


The well-being and emotional resilience of employees are key components of maintaining essential services during the COVID-19 
virus outbreak. During the FY2020/21, the country experienced the COVID-19 pandemic’s second and third wave, which 
necessitated the organisation to reinforce all health protocols. In preparation for the third wave, the COVID-19 steering committee 
prepared a COVID-19 Workplace Readiness plan, which was subsequently approved by Board in May 2021. The plan highlights 
the risk assessment conducted by the steering committee on City Power’s controls in managing COVID-19 in the workplace. 


A further assessment of the vulnerable groups was conducted by the Wellness department. Out of the 223 employees assessed, 
190 were found to be fit, 23 were found to be fit subject to job modification and 10 of them were found to be temporarily unfit. 
The health minister made the announcement, encouraging those who qualify for the vaccine rollout to register through the 
Government's electronic vaccination data system (EVDS). 


The table below was developed with the purpose of tracking and monitoring the impact of the COVID-19 outbreak within the 
organisation. It provides statistics as at three different periods starting from end of last financial year. 


1 Total Number of Employees 1,705 1,689 1,757 
2 High Risk Pregnancies Declared 2 2 7 
3 High Risk Above 60 161 165 165 
4 High Risk with Other Comorbidities Declared 112 246 263 
5 Screening Conducted 825 10,696 16,257 
6 Tests Conducted 53 446 504 
7 Total Positive Cases 21 149 205 
8 Active Cases (Isolation) 11 04 24 
9 Contacts Traced (Quarantined) 55 360 497 
10 Total Recoveries 10 143 177 
11 Total COIDA Cases 7 41 51 
12 Total Death 0 2 4 
13 Reintegration Services 71 200 213 
14 Teletherapy 101 474 523 
15 Group Debriefing 12 15 15 
16 Referral to a Psychologist 0 19 20 


Table 80: Ongoing Wellness Intervention 


The above table displays a significant increase in active numbers, screening from the previous financial year to date, which is a 
reflection that the country is experiencing the third wave of the pandemic. 
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Throughout the pandemic, employees are left with psychological trauma that hinders their productivity and threatens their well-being. 
The COVID-19 outbreak has a potential to increase stress and anxiety because of the fear of catching the virus and uncertainty 
regarding the impact on the economic and social sphere. In addition to the abovementioned support, the following psychosocial 
support and interventions were also provided: 


* Counselling services for employees who tested positive, were in isolation and quarantined as well as their immediate family 
members 

* COVID-19 hotline services 

* Guidance and psycho-education about stress and anxiety 

« Individual telephone consultations to employees above 60 years and with comorbidity 

* Evaluation and monitoring 


IF For more information on our response to the implications of COVID-19 refer to page 13 
La | | 


Occupational Health and Employee Assistance Programme 


City Power has a Wellness Centre, which provides various service offerings of health and medical assistance to all employees 
across all the depots. 


It must be noted that although the focus for the year with regards to the medical surveillance was on COVID-19 vulnerable groups, 
the team however has continued to provide all other health services including emergency medical support. The below table 
displays wellness support services provided during the FY2020/21 in comparison to the previous financial year. 


Pre-entry Medical Health Assessments 

Exit Medical Health Assessments 44 

Health Assessments for COVID-19 Vulnerable Group 223 

Work Stress Counselling 14 

Financial Counselling 32 

Family Counselling 13 

Relationship/Marital Counselling 22 

Referral to Psychologists 25 

Referral to External Specialist Service Providers 25 

HIV and AIDS Programme Continuous support of employees on the in-house HIV and 
AIDS management programme and re-issuing of medical 
prescriptions 

Family Planning Continuous daily family planning support services 

Emergency Health Services Continuous provision of emergency medical assistance . 

Table 81: Statement of Financial Position . 


The City Power Wellness program, as shown in the table above, advocates for the well-being of employees, and continuous to 
support and provide these support services. = 


The above COVID-19, health, wellness and medical interventions are in line with the FY2020/21 operational plan. As part of 


enhancing our employee well-being programme, for FY2021/22 City Power will conduct safety risk assessments, conduct safety 
investigations as well as review and revise COVID-19 guidelines. 
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4.15. Outlook 


Human Resources and Transformation remains committed to the deliverables as set out in the plan. In addition to the planned 
FY2021/22 deliverables, further focus will be on Change Management, onboarding of the recently sourced Enterprise Supplier 


Development beneficiaries as well as the facilitation of the social responsibility co-production programme which aims to drive 
visible service delivery and create employment for youth within the CoJ. 
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5.1. Statement of Financial Position 


This section provides a high level summary of City Power Financial Performance for FY2020/21. Detailed report is in Annexure C. 
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Cash and Cash Equivalents & Bank Overdraft 


Less cash was received during the period under review as the payment levels are less than the budget and the billing being less 
than the budget. 


Provisions are less than budget due to the decrease in ash disposal. 
Loans from shareholders (long-term) are more than the budget due to loans received earlier than budgeted. 
Retirement Benefit Obligation is less than the budget due to a decrease in the number of employees that qualify for the benefit. 


Deferred Income is more than the budget due to an increase in advance payments received from customers for new service 
connections that will be made in future. This income is recognised as deferred income until such time as the connection is made, 
at which stage the income is recognised in the statement of financial performance. The budget is based on the principle that all 
connections have been completed at period end. 


Consumer Deposits are more than the budget due to an increase in deposits from new customers. 


Peal Budget Variance pan 
Current Assets 4,028,837 2,981,902 1,046,935 3,302,619 
Inventories 59,618 109,300 (49,682) 88,826 
Receivables from exchange transactions 848,780 994,921 (146,141) 660,827 
Receivables from non-exchange transactions 194,979 - 194,979 330,377 
Consumer receivables 2,187,222 1,877,681 309,541 1,938,691 
Current tax receivables 170,778 - 170,778 - 
Value added tax - - - 18,661 
Cash and cash equivalent 567,460 - 567,460 265,237 
Non-current Assets 15,764,752 15,684,950 79,802 15,676,253 
Property, plant and equipment 15,376,245 15,541,965 (165,720) 15,301,732 
Intangible assets 388,507 142,985 245,522 374,521 
Total Assets 19,793,589 18,666,852 1,126,737 18,978,872 
Current Liabilities 10,828,921 8,072,193 2,756,728 9,171,127 
Loans from Shareholders (ST) 367,312 371,269 (3,957) 370,027 
Current tax payable - - - 168,706 
Trade and other payables 4,650,460 4,330,908 319,552 4,355,069 
VAT payable 125,004 538,339 (413,335) 0 
Finance lease liability deron2 39,014 (25,502) 19,069 
Bank overdraft Loans from Shareholders (ST) 5,405,598 2,577,710 2,827,888 4,003,314 
Provisions 267,035 214,953 52,082 254,942 
Non-current Liabilities 4,281,323 4,659,550 (378,227) 4,655,397 
Loans from Shareholders 2,053,443 1,933,878 119,565 2,275,177 
Retirement benefit obligation 5,275 9,251 (3,976) 5,509 
Finance lease 19,548 65,321 (45,773) 20,345 
Deferred income 83,805 63,426 20,379 74,962 
Deferred tax 1,417,290 1,948,857 (531,567) 1,625,089 
Consumer deposits 701,962 638,817 63,145 654,316 
Total Liabilities 15,110,244 12,731,743 2,378,502 13,826,524 
Share capital premium 112,466 112,466 0 112,466 
Accumulated surplus 4,570,879 5,822,643 (1,251,764) 5,039,882 
Total Net Assets 4,683,345 5,935,109 (1,251,764) 5,152,348 
Total Liabilities and Net Assets 19,793,589 18,666,852 1,126,738 18,978,872 


5.2. Statement of Financial Performance 


Table 82: SStatement of Financial Performance 


Inventories are more than the budget by R50 million due to the slow spending on repairs and maintenance. 

Receivables are less than the budget by R32 million due to the decrease in sundry debtors against the budget, because of claims 
submitted for housing development projects and post-retirement benefits. 

Consumer Receivables are more than the budget by R310 million due to the poor payment levels. 

Non-Current Assets are more than the budget by R80 million because of the correction on depreciation 

Current tax payable and VAT payable are less than the budget due to a decrease in tax owed to SARS. 

Finance Lease Liability is less than the budget as a result of the financed amount being less than the budget. 
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2021 2020 2020-2021 
Actuall/ 
Actual Budget Restated 

R'000 R'000 R'000 Growth % 
Revenue 16 977 668 17 726 542 16 608 868 2.22 
Service charges 16,400,390 17,140,351 15,902,380 3.13 
Other income 341,824 402,764 362,557 -5.72 
Government grants 118,062 112,817 264,298 -55.33 
Interest revenue 76,825 39,332 41,939 83.18 
Fees earned 35,089 30,765 22,787 53.99 
Rental income 616 513 602 2.28 
Re-connection fees 4,862 - 14,305 -66.01 
Expenses 17,654,472 17,739,497 16,756,882 5.36 
Bulk purchases 12,133,490 12,175,141 11,523,086 5.30 
Bad debts 792,538 434,830 453,655 74.70 
General expenses 715,584 731,278 578,757 23.64 
Lease rentals on operating lease 688,502 714,137 689,973 -0.21 
Employee related cost 1,296,688 1,348,640 1,265,014 2.50 
Finance costs 523,890 511,007 574,478 -8.81 
Repairs & maintenance 813,225 1,091,709 978,385 -16.88 
Administration 103,618 172,662 104,017 -0.38 
Depreciation & amortisation 586,937 560,093 589,517 -0.44 
Surplus before taxation -676,804 -12,955 -148,014 357.26 7 
Taxation 207,799 - -97,131 -313.94 

i] 

Surplus (469,005) (12,955) (50,883) 821.73 


Table 83: Actual Financial Performance Against Budget 


CITY POWER | 97 INTEGRATED REPORT 2020/2021 


The following table reflects the summarised financial performance of the company for the period under review. Detailed analysis 
is included elsewhere in the Report. The financial results reflect a deficit after tax of R469 million against a budgeted R13 million 


deficit. 
2021 Year 2021 Year 
to Date to Date Variance 
Budget (R’000) 
7; 
Actual (R’000) (R’000) 
Revenue and Other Income 16,977,668 17,726,542 (748,874) 
Expenditure (incl. tax) 17,446,673 17,739,497 (292,824) 
Surplus (Deficit) (469,005) (12,955) (456,050) 
Capital Expenditure 684,369 753,966 (69,597) 
Table 84: Revenue 
Revenue 
Actual Budget Variance Previous Year 
Description (R’000) (R’000) (R’000) % variance YTD (R’000) 
Service Charges 16,400,390 17,140,351 (739,961) -4% 16,608,868 
Other Income 341,824 402,764 (60,940) -15% 362,557 
Government Grants 118,062 112,817 5,245 5% 264,298 
Fees Earned 35,089 30,765 4,324 14% 22,787 
Rental Income 616 513 103 20% 602 
Interest Income 76,825 39,332 37,493 95% 41,939 
Reconnection fees 4,862 - 4,862 14,305 


Table 85: Service Charges 
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The below table reflects the initiatives to improve collections and reduce non-technical losses for the financial year 2020/21 based 
on lessons learnt. The total revenue recovered has exceeded the R366m budget by R15.6m. 


1 Prepaid Project (Semi-Smart Meter Rollout) 51* RO.592 
2 Installation Audit (LPU) 15 R58.5 
3 Alarms 30 R5.2 
4 Other (Queries) 100 R220.4 
5 CoJ Revenue Enhancement (Legogo Project) 170 R97.0 

Grand Total 366 R381.6 


Table 87: Progress on Legogo Project 


Legogo Project 


In addition to the initiatives done by City Power to improve the revenue performance, City Power has collaborated with the CoJ 
(RSSC) Team to do the Stand-to-Stand audit. The table below shows the progress on the Legogo project for this financial year. 


Service Charges 


Service charges for S/B 2020/21 is R740 million less against the revised annual budget of R17,140 million, this was due to 
improvement on revenue which was realised from revenue initiatives. 


Units sold 


Rand Value excl. new connections (R’000) 


8,147,696 ,362 7,967 ,998,035 (179,698,327) 
15,890,413 16,282,037 391,624 
1.95 2.04 0.09 4.56% 


Average Price 


Table 86: Revenue Enhancement Initiatives 


Lessons learnt: 


* Community resistance in some of the targeted areas for the prepaid project. 

* Ongoing monthly reconciliation of unmatched stands will be done to improve recovery rate. 

* Focus and priority to be given to the installation audit initiative to ensure improved recovery. 

* Service connection gaps were not much due to the delay in the update of the status of the installation. 

¢ Billing exceptions were excessive billing invoices which were stopped from billing as part of the billing process. 

* The Revenue Enhancement initiatives were based on the under billing gap. The Pre and Post billing processes will continue. 

¢ High impact initiatives will continue in the new financial year to improve the revenue position and reduce the non-technical 
losses. 
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First _ Feb 2020 67 61 4 5 Previous recovery 
Submission reported 
Previ 
eeeond Sep 2020 468 324 129 40 8 revious recovery 
Submission reported 
Third _ Mar 2021 372 233 439 Previous recovery 
Submission reported 
Initial submission 
Fourth was done in Mar 
: a May 2021 1,693 1,554 139 2020, second 
Submission ae 
submission for 
back-billing 


Table 88: Annual Total Expenditure 


First Submission: 


* 2 adjusted accounts are within the approval and system capturing process, projected revenue R518k 
* 4 accounts are currently monitored for possible adjustment, maturity date is July 2021 


Second Submission: 


* 10 accounts are being monitored for possible revenue recovery, maturity date is July 2021 

* 7 journals sent to RSSC on the 13 July 2021 with a projection of R2.7 million 

* 8journals are within the approval process with a projection of R4.4 million 

* 87 site investigations due to low consumption, suspected faulty meters and downloads requested 
*« 10 meters are bypassed/bridged will be disconnected, 10 accounts are system updates 


* 42 accounts are still work in progress 
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Third Submission: 

* Legogo to revisit 119 accounts with no access 

* 20 accounts have no meters, meters to be installed 

* 5 business accounts with prepaid meters, verify the tariff on the system 

Fourth Submission: 

e Legogo to provide a date for visitation to the 119 properties with no access 

« Legogo to assist delivery of the 20 letters to the customer addresses found with no meters 
e Revenue recovered from the tariff changes is R16 million, projected R80 million 


Other Income 


Fees earned for the year are more than the budget by R4 million due to sundry revenue that is R4 million less than budget due to 
the decrease in insurance claim refunds. 


Other income for the year is R61 million less than budget due to the following: 


* Cut-off fees are less than the budget by R35 million due to fewer cut offs. 
* DSM Levy is less than the budget by R12 million. Capital contribution (which is the DSM Levy) fluctuates as per the units 


Bulk Purchases Eskom & Kelvin 


Bulk purchases cost from Eskom is less than budget and mainly attributable to the fact that the actual bulk units purchased were 
below budget. The Electricity supply from Eskom is displaced to the extent that Kelvin Power Station is able to supply electricity. 
The overall electricity demand was lower than the budget. 

The Kelvin Power Station, unfavourable variance of R221 million is attributable to the actual bulk purchase cost per unit being 
higher than the budget. The favourable volume variance helped reduce the overall YTD variance. 


Employee-related costs - Basic salaries are less than the budget by R5 million. 

Depreciation is R27 million less than the budget due to slow capitalization of assets and the underspending of the Capex budget. 
Finance cost is R13 million more than budget because of the increase in loans from Shareholder 

Debt impairment is R358 million more than budget because of the poor collection level. 

Repairs & Maintenance is 26% below budget as a result of contracts not finalised. 


Capital Expenditure Details 


The expenditure at financial year end after taking into account accruals amounted to R684 million compared to the revised budget 
of R754 million which is R70 million below the target, this translates to 91% expenditure as at the 30th of June 2021. 


sold. Therefore, the higher the units sold, the higher the capital contribution. Since the YTD actual units sold were less than ; ; Original Budget YTD penal YTD Narlante 
the budgeted units, the actual capital contribution was also less than budgeted. Project Detail (R’000) (R’000) (R’000) 
* Government Grants for the year are more than the budget by R5 million; additional claims for grants were claimed. Electrification 113,817,000 112,938,577 878,423 
* Interest revenue for the year is more than the budget by R33 million. This is due to the increase in outstanding debtors as a Service Connections 48,500,000 95,603,711 (47,103,711) 
result of the COVID-19 pandemic. Upgrade of Electrical Network 167,200,000 203,045,939 (35,845,939) 
. Building Alteration/Construction 2,803,115 157,174 2,645,941 
Expenditure 
Computers 4,800,000 4,817,441 (17,441) 
A negative variance of 0.48% against the budget was realised for the current period under review. Office Equipment 100,000 193,561 (93,561) 
Computer Software 22,246,885 - 22,246,885 
Actual Budget Variance Previous Year Tools and Loose Gear 4,600,000 240,044 4,359,956 
Description (R’000) (R’000) (R’000) % Variance YTD (R’000) Telacommnnication 20,000,000 19,984,418 15,582 
Bulk Purchases 12,133,490 12,175,141 41,651 0% 11,523,086 Fire and Security 5,000,000 2.552.202 2.447.798 
eee 1,296,688 1,354,944 58,256 4.3% 1,265,014 Meters 70,500,000 59,260,533 11,239,467 
ae . SCADA 10,000,000 - 10,000,000 
Administration 103,618 172,662 69,044 40% 104,017 
aes Protection 10,000,000 - 10,000,000 
Depreciation 586,937 560,093 (26,844) -5% 589,517 
. Furniture 450,000 340,286 109,714 
Finance costs 523,890 511,007 (12,883) -3% 574,478 Sabiietiak sacnaod eons eu en 
ic Lighti 
Lease rentals 688,502 714,137 25,635 4% 689,973 ies i : a a Sac ia as Pea 
i truct 
Debt Impairment 792,538 434,830 (357,708) 82% 453,655 ee ees ee ies bi 
Repairéand Insurance - 28,100,943 (28,100,943) 
Maintenance 813,225 1,094,209 280,984 25.7% 978,385 TOTAL 753,966,000 684,369,481 69,596,519 
General Expenses 1,406,978 722,356 (684,622) (94.8%) 578,757 


Table 89: Capital Expenditure 
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Controllable Capex 


The expenditure at financial year end after taking into account accruals amounted to R561 million compared to the year-end 
target of R705 million which is R145 million below the budget, the underspending is mainly attributed to delays in the execution of 
projects under bulk infrastructure as well as other Capex & Asset purchases due to lockdown regulations. 


The expenditure at financial year end after taking into account accruals amounted to R100 million compared to the year-end 
budget of R214 million which is R114 million below the target. The under expenditure was mainly attributed to the reduction in the 
number of employees (contractors) working on projects due to lockdown regulations (COVID-19), this had an effect on the work 
planned on all bulk projects. 


Electrification 


Original Budget YTD Actual YTD Variance Electrification of informal settlements is aligned to the sustainable human settlements priority. Access to electricity has a substantial 
Controllable Project Detail (by Project) (R’000) (R’000) (R’000) positive impact on the quality of life of the recipient communities such as those mentioned above. The programme is meant to 
Electrification 133.817.000 112.938.577 878.423 improve revenue collection; reduce electrical and non-electrical losses, carbon footprint, and security of electricity supply, reduce 
Public Lighting 60,000,000 57,223,901 2,776,100 illegal connections in and around informal settlements. 
Sees ane ueule ete MOO One ea nee ee (12,499,092) The expenditure at financial year end after taking into account accruals amounted to R112.9 million compared to the budget of 
Power Systems 10,000,000 = 10,000,000 R113.8 million, which is 99.2% expenditure. 
Other Capex and Asset Purchases 35,000,000 5,748,506 29,251,494 
Refurbish of Bulk Infrastructure 213,949,000 99,910,752 114,038,248 Public Lights 
TOTAL 705,466,000 560,664,827 144,801,173 


Table 91: Non-Controllable Capex 


Electrical Infrastructure 


Electrical infrastructure comprises Upgrade of Electrical Networks, Meters, SCADA and Load management projects. The 
expenditure at financial year end after taking into account accruals amounted to R285 million against the budget of R273 million 
which is R12 million above the target. The overspending was as a result of fast-tracking of upgrades of electrical network and 
emergencies which came into effect due to winter season which caused an overloading on the grid. 


Power Systems 
Power Systems comprises the Protection project. The expenditure at financial year end after taking into account accruals amounted 
to zero compared to the year-end budget of R10 million. It should be noted that the amount not spent has been reallocated to 


emergency capital where urgent repairs were effected due to vandalism on infrastructure. 


Bulk Infrastructure 


The street lighting is also aligned to the sustainable human settlement priority and provides a number of important benefits such 
as promoting security in urban areas and increasing the quality of life by artificially extending the hours in which it is light so that 
activity can take place. Street lighting also improves safety and security for drivers, riders, and pedestrians. There has been 
positive feedback from members of communities with regard to the difference the provision of streetlights have made in their 
lives within their neighbourhoods. For this reason, there is an increase in demand from other communities in the form of petitions. 
LED lighting projects have also been executed in the Northern and Southern areas, and they have been proven to reduce energy 
consumption, resulting in energy savings. One of the LED streetlight benefits is that it typically requires less maintenance and 
lasts longer. 


The expenditure at financial year end after taking into account accruals amounted to R57 million compared to the budget of R60 
million, which is a 95% expenditure. This reflects an under expenditure of R3 million, this was as a result of COVID-19. 


Non-Controllable Capex 
The non-controllable capital projects are projects which are funded by public contributions and through insurance funding. The 


expenditure at year end amounted to R124 million against the year-end budget of R49 million, which is R75 million above the 
target. 


; . if tata th Adjusted 
The Bulk Infrastructure projects are a catalyst for economic growth and a key driver for property development, be it residential, 7 
business or eae completion of ee projects ss additional ae bere aay ae increased customer Non<Controllable Project Detail (bv Prolect ie YTD Hie YTD bers 
demand for electricity. Furthermore, these projects improve the reliability and availability of supply by reducing outages that on-Controllable Project Detail (by Project) ( ) ( ) ( ) 
stemmed from ageing infrastructure at the substations level. The improved connectivity of the high voltage networks improves the Service Connections 48,500,000 95,603,711 (47,103,711) 
main transmission corridors. These allow for electricity to be transferred from one corridor to another which minimises large scale Insurance - 28,100,943 (28,1002,943) 
and prolonged power outages. TOTAL 48,500,000 123,704,654 (75,204,654) 


The investments in Bulk Infrastructure projects contribute to our network’s modernisation, in line with City Power’s vision of 
creating a smart grid for a smart city of the future. This infrastructure allows for remote control and monitoring of our substations 
and this minimises outage duration as diagnoses can be performed more speedily and restoration of supply expedited more 
efficiently. Most importantly, the new infrastructure provides improved safety for personnel; the new switchgear uses gas insulation 
instead of oil. There are therefore no risks of fire and explosion on this type of equipment. In addition, operating of equipment is 
performed in the substation control room or by the main System Control at City Power head office; these will go a long way in 
reducing work-related injuries and fatalities that are related to operating of old and potentially dangerous equipment. 
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Service Connections 


The Service Connections projects are funded by public contributions. The expenditure at financial year end after taking into 
account accruals amounted to R96 million compared to the year-end budget of R49 million which is R47 million above the target. 


The overspending was a result of a higher number of service connections applications received than anticipated. 


Insurance 


This category of projects is funded by insurance as a result of insurable events. The expenditure at financial year end after taking 
into account accruals amounted to amounted to R28 million from the insurance claims received during the financial period. 


5.3. Historical Financial Performance 


The table below is taking stock of the company performance from an operational perspective for the past five financial years, 
including the performance for the current year ended 30 June 2021. 


Actual Actual Actual Actual Actual 
Restated Restated Restated Restated Restated 
2017 2018 2019 2020 2021 
(R’000) (R’000) (R’000) (R’000) (R’000) 
Income 

Service charge revenue 13,099,192 12,717,091 13,157,970 14,424,857 14,839,937 
ESKOM revenue 746,264 - - - - 
Prepaid 890,624 986,203 1,125,881 1,355,543 1,442,100 
Total Service charges 14,736,080 13,703,294 14,283,851 15,780,400 16,282,037 
Eskom 9,548,026 9,082,906 9,189,410 10,597,870 10,977,022 
Kelvin 1,040,824 1,214,684 1,529,229 914,552 1,146,544 
Kelvin Lease 471,220 513,873 571,502 634,489 626,487 
Total Bulk Purchases 11,060,070 10,811,463 11,290,141 12,146,911 12,750,053 
Gross Margin 3,676,010 2,891,831 2,993,710 3,633,489 3,531,984 
Other Income 622,341 732,670 847,253 828,468 695,632 
Other income 169,257 215,521 185,989 167,049 204,181 
Capital grant 275,288 319,101 217,305 264,298 76,389 
Interest revenue - debtors 55,555 68,275 63,532 35,978 58,288 
Capital contribution 140,908 124,496 368,604 354,580 337,620 
Rental income 251 474 556 602 616 
pa a seweaping 21,082 4,803 11,266 5,961 18,537 
Total Income 4,338,351 3,624,501 3,840,963 4,461,957 4,227,616 

Other Expenses 
Employee-Related Cost 972,921 1,087,605 1,121,564 1,265,014 1,296,688 
Other Expenditure (Incl Tax) 2,235,172 2,101,821 2,030,916 2,219,693 2,096,604 
General expenses (Incl Tax) 100,912 233,875 86,308 200,014 89,463 
Contracted services 656,683 464,389 222,511 188,716 237,136 
Repairs & maintenance 812,177 722,587 895,593 978,385 876,393 
Internal charges(ME's) 164,924 193,563 258,763 263,060 306,674 
Depreciation & amortisation 500,476 487,407 567,741 574,478 523,891 
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Actual Actual Actual Actual Actual 

Restated Restated Restated Restated Restated 

2017 2018 2019 2020 2021 

(R’000) (R’000) (R’000) (R’000) (R’000) 

Finance Cost 431,575 453,465 541,719 574,478 523,891 

Interest paid - sweeping account 14,704 69,050 191,370 226,145 210,523 

Interest Other 43,157 33,847 24,907 20,676 PAGS) 

Finance costs 373,714 350,568 325,442 327,657 313,093 

Total Expenses 3,639,668 3,642,891 3,694,199 4,059,185 3,904,083 

698,683 -18,390 146,764 402,772 323,532 

Debt Impairment 885,398 365,831 625,474 453,655 792,538 

Surplus/Loss after tax (186,715) (384,221) (478,710) (50,883) (469,005) 
Analysis 

Gross Margin % 25% 21% 21% 23.03% 21.69% 

Net Profit margin -1% -3% -3% -0.31% -2.76% 

Cash on hand 133,375 (1,267,270) (2,862,551) (3,738,077) (4,838, 139) 

Cash Collected (Incl. VAT) 16,252,305 15,246,855 16,331,165 15,664,621 18,193,282 


Table 93: Gross Margin and Losses Analysis 


This information is drawn from financial information as reported to external parties (Audited). It should however be noted that the 


financial year ended 30 June 2021 is the only year not subjected to an audit. 


CITY POWER } 205° INTEGRATED REPORT 2020/2021 


5.4. Gross Margin and Losses Analysis 


The table below is taking stock of the Gross Margin performance for the past five financial years, including the performance for 
the current year ended 30 June 2021. 


Actual Actual Actual Actual Actual 

Restated Restated Restated Restated Restated 
Details Measure 2017 2018 2019 2020 2021 
Domestic ZAR 3,199,614 4,155,057 4,051,466 4,497,193 4,660,014 
Business ZAR 999,071 1,392,561 1,356,991 1,433,222 1,638,797 
Large Power Users ZAR 9,666,167 7,169,473 7,843,924 8,604,455 8,659,479 
Prepaid ZAR 871,228 986,203 1,125,881 1,355,543 1,442,100 
Total Service charges ZAR 14,736,080 13,703,294 14,378,261 15,890,413 16,400,390 
Total Bulk Purchases ZAR (10,811,463) (11,290,141) (11,290,141) (12,146,911) (12,750,053) 
Gross Margin ZAR 3,924,617 2,413,153 3,088,120 3,743,502 3,531,984 
Gross Margin % % 26.63% 17.61% 21.48% 23.56% 21.69% 
Domestic % 22% 30% 28% 28% 29% 
Business % 7% 10% 9% 9% 10% 
LPU % 66% 52% 55% 54% 53% 
Prepaid % 6% 7% 8% 9% 9% 
Total % 100% 100% 100% 100% 100% 
Electricity Unit 
Analysis 
Eecelty Unit Kwh  12,151,422,641 11,988,209,369 11,577,041,538 + 11,382,643,702 —_‘11,204,787,952 
purchased 
Electricity Units sold Kwh 9,740,020,513 9,124,653,228 8,856,436,777 8,147,696,362 7,967 ,998,035 
% Losses % 19.84% 23.89% 23.50% 28.42% 28.89% 
Technical losses % 9% 9% 9% 9% 9% 
Non-technical losses % 10.84% 14.89% 14.50% 19.42% 19.89% 
Cash on hand 133,375 (1,267,270) (2,862,551) (3,738,077) (4,838,139) 


Table 94: Cash Balances 
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The bulk purchase of City Power is high at approximately 78% of sales. The bulk of these expenses relates to Eskom. Included in 
the bulk purchase price is the payment to Kelvin making up approximately 14% of sales. In spite of this, there has been no stage 
where City Power charged a selling price lower than the cost of purchase. From a pricing perspective there is a fair comparison 
between the City Power price and the NERSA tariffs. 


Cash Balance 


Type of 
Acc no account 30-Jun-17 30-Jun-18 30-Jun-19 30-Jun-20 30-Jun-21 
soealeleee pa 1,851,185 1,531,269 1,034,171 19,217,325 33,813,604 
4055418357 ~~ ABSA Prepaid 13,730 ,552 15,372,599 17,004,751 244,857,647 «470,780,302 
aueuosewer: vB Sp Sunayy 41,425 819 581,425 811,718 21,751 
revenue account 
4054394744. — ABSAbank ; - ; ; 
charges 
sieloeee 6 ESM 2,213 : 315,612 320,328 62,814,504 
Cheque 
Petty Cash 30,000 30,000 30,000 30,000 30,000 
198684 Standard Bank 
Limited Sundry (249) - - 
Account 
Sub Total 15,655,126 16,934,687 18,965,959 265,237,018 567,460,161 
Koweeping 117,719,965 (1,284,174,317) (2,881,517,165) (4,003,313,638) (5,405,599,190) 
Account) 
Net Overdraft 133,375,091 (1,267,239,630) (2,862,551,206) (3,738,076,620) (4,838,139,028) 


Table 95: Historical Cash Utilisation 
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The bank accounts for City Power of which the net position is that the bank accounts are overdrawn with effect from the 30 June 
2018 and the trend remains persistent to date. 
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Graph 10: Cash Balances 


The bank overdraft of City Power is currently sitting at R4.8 billion as at 30 June 2021. This trajectory is rendering it impossible for 
City Power to cover its operational and capital expenditure. Therefore, despite the availability of budget the business must always 
consider the availability of cash to finance the activity. 


Financial Assistance 


City Power obtains financial assistance via grants from Government. 
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Graph 11: Sales vs. Invested Capital 


Over time, the ability of City Power to use its revenue to invest in Capital expenditure has been diminishing. 
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5.5. Cash Flow Statement 


The table below is a view of how the cash has been utilised to finance the various operational and capital requirements of City 
Power from 1 July 2015 to 30 June 2021. This exercise was done with the intention in mind being to understand what and how the 
current overdraft position confronting City Power came about. 


2017 2018 2019 2020 2021 Cumulative 


Cash flows arising from operating activities 


Receipts 


Cash receipts from charges for 
goods and services 


Cash receipts from other income 212,955 77,462 462,333 403,097 365,814 1,521,661 
Cash receipts from grants 129,289 298,969 301,375 149,144 262,303 1,141,080 
16,162,438 13,640,180 13,982,750 15,664,621 15,830,415 75,280,404 


15,820,194 1,263,749 13,219,042 15,112,380 15,202,298 72,617,663 


Payments 
Cash payments to employees -962,661 -1,077,438 -1,128,378 -1,220,947 -1,316,243 -5,705,667 


Cash payments to suppliers for 
goods and services 


Taxes paid - -15,479 -207,045 -41,533 -195,819 -459,876 
-15,861,991  -13,070,235 -13,755,491 -15,111,880 -15,502,404 -73,302,001 


-14,899,330 -11,977,318 -12,420,068 -13,849,400 -13,990,342 -67,136,458 


Net cash flow arising from 


. ascage 300,447 569,945 227,259 552,741 328,011 1,978,403 
Operating activities 


Cash flows arising from investing activities 


Purchase of property, plant and 


-1,346,238 -1,391,124 -1,204,919 866,138 ~—=«--758,066 _—--5,566,485 
equipment 

Purchase of other Intangible -31,224 -35,687 -10,780 -41,413 -27,696 -146,800 
assets 

Net cash flows arising from 1,377,462 -1,426811 -1,215,699 _—--907,,551 -785,762 _—--5,713,285 


investing activities 


Cash flows arising from financing activities 


Interest paid -431,575 -453,465 -541,719 -574,478 -523,890 -2,525,127 
Finance lease payments -227,877 -11,555 19,203 -6,852 -6,354 -233,435 

Interest received 76,637 73,078 74,797 41,939 76,825 343,276 5 
aero eo phe ram eonsumer 89,892 41,979 13,967 29,252 47,646 222,736 

deposits 


Funds advanced from shareholder 1,582,104 1,208,109 1,424,223 1,111,220 1,165,746 6,491,402 


Net cash flows from financing 


Cas 1,089,181 858,146 990,471 601,081 759,974 4,298,853 
activities a 
Net increase/(decrease) Incash = 49 466 4,280 2,031 246,271 302,223 563,971 

and cash equivalents 

Cash and cash equivalents at the 3,489 15,655 16,935 18,966 265,237 3,489 
beginning of the period 

edeliand Xaal eqaivaleMms)at 15,655 16,935 18,966 265,237 567,460 567,460 © 


the end of the period 


Table 96: Financial Ratios 
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City Power invested R8.9 billion in Capex expenditure over the five years, which was financed by short-term loans (overdraft). The 
Entity did not generate enough free cash to invest at this level of expenditure. 


Grants from National Government during this period amounted to R1.3 billion while long-term loans received amounted to R2.6 
billion. 


The balance of the expenditure was financed out of surplus cash generated and the overdraft. Given these investments were 
made at the time when City Power had no free cash flows then they led to a bank overdraft. 


The total losses on the other hand have increased from 19.84% as at 30 June 2017 to 30.64% as at 30 June 2021. A high 
percentage of the total losses relate to non-technical losses and revenue billing inefficiencies. The technical losses have remained 
stable at 9% over years. 


In the current financial year, City Power has realised a profit from December 2020 up to April 2021, however in May and June 


2020 a deficit was realised. A reduction in the bank overdraft by R719 million during the period December 2020 up to June 2021 
was noted. 


5.6. Financial Ratios 


Details Benchmark 2020/21 2019/20 2018/19 2017/18 
Liquidity - (Current Assets: Current Liabilitues) 1:1 0.37:1 0.36:1 0.37:1 0.40:1 
Solvency - (Non-Current Assets: Non-Current Liabilitues) 2:1 3.68:1 3.37:1 3.09:1 2.98:1 
Total Operating Expenditure/Revenue 29.43% 28.05% 29.17% 28.15% 
Cost Coverage Ratio 1-3 months -0.30 -0.24 -0.20 -0.09 
Interest coverage 3 -1.29 0.74 0.19 0.72 
Gearing % 25% - 50% 323% 268% 231% 133% 
Profit Margin % 0% - 15% -2.76 -0.31 -2.52 1.16 
Return on assets % 5% - 20% -2.98 -0.34 -2.56 1.36 


Table 97: List of Risk-Based Audits Conducted and Completed 


5.7. Outlook 


The Directors have reviewed the Entity’s cash flow forecast for the year to 30 June 2022 and, in the light of this review and the 
current financial position, they are satisfied that the Entity has or has access to adequate resources to continue in operational 
existence for the foreseen future. The Entity has generated positive cash flow from operations, however the liquidity of the Entity 
remains of concern. The Directors are exploring a financial recovery plan that will include a debt restructure with the Shareholder. 
The Directors’ opinion on the liquidity and going concern position of the Entity is based on and dependent on the Shareholder’s 
continued support of the Entity’s cash requirements for both operational and capital requirements through current account and 
long-term loans to make up the shortfall in revenue and cash collections should this be required. 
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6. INTERNAL AUDIT AND 
AUDITOR-GENERAL 
AUDIT FINDINGS 


Stakeholder Impacted 


Strategic Objectives Addressed 


a 


Our Capitals 


{Q) 
uF we 
& 


6.1. Constitution of the Internal Audit Function within City Power 


The Board is ultimately responsible to oversee the establishment of effective systems of internal control in order to provide 
reasonable assurance that the company’s financial and non-financial objectives are achieved. Executing this responsibility 
includes the establishment of an Internal Audit function in line with the provisions of Municipal Finance Management Act, 2003 
and recommendations of King IV and in accordance with the International Internal Audit Standards as published by the Institute 
of Internal Auditors. 


Internal control is the processes aimed at achieving reasonable assurance about the realisation of the following objectives: 
* The accomplishment of established objectives and goals for operations and programs 

* The economical and efficient use of resources 

¢ The reliability and integrity of financial and non-financial information 

* Compliance with relevant policies, procedures, laws and regulations 

¢ Safeguarding of assets 


Internal Audit is governed by a charter that is reviewed annually by the Audit and Risk Committee. The purpose of this charter is to 
define the role, organisational status, authority, responsibilities and scope of activities of the Internal Audit function as prescribed 
by Municipal Finance Management Act, 2004, section 165(1) and the guidelines of the King IV Report on Corporate Governance. 
It also includes the principles underlying the realisation of the objectives of the function and the translation thereof. 


The Internal Audit focus for the 2020/21 financial year provided timeous and value-adding assurance within the key business 
areas; including probity audits for high-value bids. 


6.2. Progress on Internal Audit Plan 


Internal Audit prepared a three-year rolling combined assurance and Internal Audit plan. This plan is approved annually by the 
Audit and Risk Committee. The status of the approved plan for the 2020/21 financial year is as follows 


Risk Based Audits 
Audits Completed 


The following risk based audits were executed and completed during the 2020/21 financial year: 


To review the processes, controls, effectiveness and efficiencies 
relating to the management of the liquidity risk within City Power Quarter 1 
Johannesburg 


Liquidity Risk 


Outages To assess the adequacy, effectiveness and efficiencies relating to the 


Quarter 2 


Management Audit management of outages by the Entity 


To review the processes, controls, effectiveness and efficiencies 
relating to the reduction of non-technical losses within City Power Quarter 3 
Johannesburg 


Reduction of Non- 
Technical Losses 


Refurbishment, To assess the adequacy, effectiveness and efficiencies relating to the 
Asset Renewal and management of refurbishment, asset renewal and expansion by the Quarter 3 
Expansion Entity 


To evaluate the adequacy and effectiveness of controls and processes 
implemented during the procurement process of goods and services 
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Escalation of Theft 
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To evaluate the processes, controls and weakness relating to the 


Vandalism — : : uarter 4 
ae : dalle security risk management — escalation of theft and vandalism 
Enterprise Support 
Unethical Business 
Practices Resulting in | To evaluate the processes, controls and weakness relating to unethical Guar 
Fraud and Corruption | conduct, fraud and corruption within City Power Johannesburg 
Activities 
Insufficient 
Capability, Capacit . ; 

e y : eo To evaluate the adequacy and effectiveness of controls encompassing 
and Commitment : 3 FA . . ; 
‘ the insufficient capability, capacity and commitment to deliver on the Quarter 4 
to Deliver On ds 
ie organisational mandate 
Organisational 
Mandate (HR and T) 
Cybersecurity Audit To evaluate the adequacy and effectiveness of controls encompassing Guareed 
(ICT) the Cybersecurity, governance; operations and information systems 


Table 98: Non-Achieved Internal Audit Processes 


Audits in Progress 


City Power 


Johannesburg 


Cybersecurity Audit 
(ICT) 


The audit could only be started on 1 July 2021 due to financial constraints as the audit is outsourced. 
The audit will be finalised by the end of the first quarter of the 2021/22 financial year 


Table 99: List of Value Adding Audits Conducted and Completed 
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Value Adding Audits: 


The following value adding audits were executed and completed during the 2020/21 financial year: 


Review of the 
Integrated Annual 
Report (Annual 
Performance Report) 


3 . a a 8 
oO a 
. 


The purpose of this engagement is to review the annual performance 
report for section of the Integrated Annual Report to ensure that the 
Report is useful and reliable 


Quarter 1 


Review of the Annual 
Financial Statements 


The purpose of this engagement is to review the draft annual financial 
statement for compliance with Generally Recognized Accounting 
Practice (GRAP) and that the amounts presented and disclosed agree 
to the lead schedules and trial balance 


Quarter 1 


Review of 1st Quarter 
Performance Report 


The objective of the audit was to evaluate the controls and systems 
to collect monitor and report performance information and to reflect 
an opinion relating to the performance of the company against 
predetermined objectives 


Quarter 2 


Review of the 
2019/20 Performance 
Scores 


The purpose of the review to determine the accuracy of the 2019/2020 
performance scores and compliance with the Entity’s performance 
policy 


Quarter 2 


Review of 2nd 
Quarter Performance 
Report 


The objective of the review was to evaluate: 
« the controls and systems to collect monitor and report performance 
information 


Quarter 3 


Year-End Employee 
Verification (HR & T) 


The objective of the audit is to perform an employee verification (human 
body count) of a sample of employees employed at City Power as at 
June 2021. 


Quarter 4 


Year-End Inventory 
Count 


The objective of the audit is to evaluate the adequacy and effectiveness 
of controls around the year-end inventory count 


Quarter 4 


Review of 3rd Quarter 
Performance Report 


The objective of the review was to evaluate: 


Quarter 3 


« The controls and systems to collect monitor and report performance 
information 


* To reflect an opinion relating to the performance of the company 
against predetermined objectives; 


Quarter 4 


Table 100: List of Probity Audits Conducted and Completed 
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Joburs 


Probity Audits (SCM Audits): 


The following probity audits were executed and completed during the 2020/21 financial year: 


Probity Audit on the Provision of Occupational Health 
Support Services 


Probity Audit on the Sebenza Emergency 275KV 
Overhead Line Bypass 


Transformers and Switchgears Testing 


The objective of the probity audit was to assess 
and determine whether all applicable procurement 

and contract laws and regulations were applied and 
followed when awarding the tender 


Maintenance of Integrated Security Systems 


Maintenance of SCADA 


Refurbishment, Maintenance & Routine Inspections 
of Metal Structured Transmission Lines & All 
Structures 


Replacement of Cydna Substation Standby 
Feederboard 


Replacement of Gressworld Substation Standby 
Feederboard 


Replacement of Mayfair Substation Standby 
Feederboard 


Maintenance of the Telecommunication Systems 


Table 101: Resolution of Internal Audit Findings per Quarter 
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The findings from both internal and external audit reports are tracked and followed up to confirm corrective action by Management 
is in place. Internal Audit is continuously following up on unresolved findings to verify that root causes are addressed by 
Management, thus preventing recurrence of the control deficiency. The process of following up on the resolution of both internal 
and external audit findings is performed monthly but has been performed weekly in the last 2 months of the financial year. 


The rate of resolution of the audit findings still remained slow with a bit of improvement in the second half of the year as compared 
to the first half of the year. Overall, the percentage resolution of audit findings for both the AGSA and Internal Audit findings is 
below the desired 80% target. 


Progress on Resolution of Internal Audit Findings 


The status on resolution of Internal Audit Findings is tabulated below 


Status on the Resolution of Internal Audit Findings - 2020/2021 


Period Opening Balance Findings Raised Resolved - YTD Unresolved % Resolved 
Q1 20 65 23 62 27% 
Q2 62 - 5 57 6% 
Q3 57 22 6 73 7% 
Q4 73 - 47 26 44% 
OVERALL PERFORMANCE - % Resolution of Internal Audit Findings 76% 


Table 102: 2020/21 Resolution of Internal Audit Findings 


Financial Year Total Findings Resolved Resolved Resolved Resolved Unresolved or 


Q1 Q2 Q3 Q4 In Progress 
2020/21 22 - - - 20 
2019/20 66 22 3 4 22 15 
2018/19 12 - 2 2 8 
2017/18 4 1 1 - 2 
2014/15 1 - - - 1 
2013/14 2 - 1 - - 1 
TOTAL 107 23 5 6 47 26 


Table 103: Year-on-year AGSA Audit Resolution 


Progress on Resolution of External Audit Findings 


The progress on External Audit resolution is categorize between findings affecting and not affecting the audit opinion. 


Period Total Resolved Q4_ Resolved Year-End Unresolved 
Matters Affecting the Audit Report 17 7 11 6 
Matters Not Affecting the Audit Report 80 47 61 19 
Administrative Matters 4 4 4 0 
Total 101 58 76 25 
OVERALL PERFORMANCE - % Resolution of AGSA Audit Findings 75% 


Table 104: 2020/21 Resolution of AGSA Audit Findings 


CITY POWER 218° INTEGRATED REPORT 2020/2021 CITY POWER 219° INTEGRATED REPORT 2020/2021 


6.4. Summary Audit Result for 30 June 2021 Compared With the Prior Year 


e 


Assurance Level 


The audit opinion remained the same at unqualified with findings. The following were highlighted in the emphasis of matter 
paragraph: 

— Restatement of prior year figures 

— Uncertainty regarding lawsuits 

— Material debtor impairment 

— Material distribution losses 

The Senior Management and CEO assurance level saw an improvement due to filling of vacancies of key positions, consequence 
management and refresher on ethics. 

The audit of performance objectives “develop and maintain a reliable infrastructure network” remains with an unqualified 
opinion. 

The SCM environment continues to increase risk of non-compliance with the MFMA due to a high irregular expenditure and 
deviations. 

As a result the oversight responsibility remains stagnant. 

The HR has seen a slight regression due to overtime and leave management. 

The IT controls have seen an improvement due to approval of policies to respond to audit findings. 

The focus of management based on revised action plans is on: 

— Data accuracy initiatives 

— Overhaul of the SCM environment and its systems (structural change, expert capacity and IT systems) 

— Financial viability (revenue, collections, bank overdraft, Eskom supply area integration and Energy Mix) 

— Settlement of the Tax dispute 

— Timeous follow-up of legal matters 

— 100% network asset verification & condition assessments 

Overall more areas saw an improvement in the current year as opposed to those that demonstrated a regression. 


First Level 


Senior Management 


Chief Executive Officer 


=a 


Second Level 
Audit Committee 
Internal Audit 


Risk Management 


WiiWii 


Compliance Management 

Third Level 

Board of Directors 

Quality of Submitted Financial Statements 
Financial Health 


Quality of Submitted Financial Performance 


Risk Areas 


Human Resource Management 


Supply Chain Management 


as el ls 8 ms 


Information Technology 
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Drivers of Internal 
Controls 


Leadership 

Effective Leadership Culture 
Oversight Responsibility 

Human Resource Management 
Policies and Procedures 
Implementation of Audit Action Plans 
Information Technology Governance 
Financial and Performance Management 
Proper Record Keeping 

Processing and Reconciling Controls 
Regular Reporting 

Compliance and Monitoring 

IT System Control 

Governance 

Risk Management 

Internal Audit 


Audit Committee 


Table 105: 2020/21 Summary Audit Results 


|=] Refer to AG report on page 230 


6.5. Overall State of Internal Controls 


| 


4h) S| ab 


City Power 


hanne 


The statement on Internal Controls is an expression of an opinion by the Internal Audit Department on the status of the Internal 
Control system of City Power Johannesburg after it has evaluated such. Both King IV and International Standards of Professional 
Practice of Internal Auditing (ISPPIA) require Internal Audit to provide a written assessment of the adequacy and effectiveness of 


the internal controls. 


The overall state of controls for the 2020/21 financial year is that controls were partially adequate and partially effective. The 
overall state of controls is based on the internal audits that were performed during the year, including the follow-up of previously 


raised deficiencies. 


Management is working on the unresolved audit findings to ensure that the root causes are addressed which will positively impact 
our control environment. Internal Audit is tasked to track, monitor and report the audit findings to EXCO and the Audit and Risk 
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ANNEXU RE A: |DateofMeeting [Subject | Recommendation 


AUDIT COMMITTEE RECOMMENDATIONS — FINANCIAL YEAR 2020/2021 


17 Jul 2020 


TERMS OF REFERENCE OF THE COMMITTEE 


It was RESOLVED to RECOMMEND the Terms of 
Reference of the Committee to the Board for APPROVAL. 


17 Jul 2020 


AG’S AUDIT STRATEGY PLAN & FEES FOR 
2018/2019 AUDIT 


It was RESOLVED that the Auditor-General’s Audit 
Strategy for the 2019/2020 financial year be APPROVED 
and submitted to Board for NOTING. 

It was further RESOLVED that the Audit Fee for 2019/2020 
of R8,495,747.00 (incl. VAT) be APPROVED and 
submitted to Board for NOTING. 


17 Jul 2020 


UPDATE ON COUNCIL APPROVAL OF 
BUDGET AND BUSINESS PLANS AND 
POSSIBLE IMPACT 


Itwas RESOLVED that the Report be NOTED and submitted 
to Board for NOTING. 


17 Jul 2020 


LOAN RESTRUCTURING 


It was RESOLVED that the Report be NOTED and 
submitted to Board for NOTING. 


17 Jul 2020 


OVERDRAFT BANK ACCOUNT (CIRCULAR 61) 


It was RESOLVED that the Report be NOTED and 
submitted to Board for NOTING. 
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17 Jul 2020 


QUARTER 4 - SCM AND CONTRACT 
MANAGEMENT REPORT 


It was RESOLVED to NOTE that a moratorium was placed on the use of 
Regulation 32 and 36 procurement methods. 


It was RESOLVED to NOTE that the Bids extended for the Quarter 
were as follows: The closing date for Bid nr. 2352GS was extended 
to 19 Jun 2020, the closing dates for Bids nr 2369GS, 2372S and 
2317G were extended to 17 Jul 2020. It was further NOTED that the 
Bids not concluded for the Quarter were reported as follows: Bids 
nr. 2351G, 2361G, 2362GS and 23662 were reported as ‘evaluation 
status completed’. Bid nr. 2360GS was report as ‘evaluation status 
in progress’ and Bid nr. 2373S was reported as ‘evaluation status not 
commenced’. 


It was RESOLVED to NOTE that there were two deviations of receiving 
less than three quotes reported for the Quarter under review. In each 
case the Request for Quotations was advertised for 7 days and only 2 
bidders responded to the request. The bids were awarded to McClain 
Capital (Pty) Ltd (R41 050) and Silver Spectrum Solutions (R171 000). 


It was RESOLVED to NOTE that four instances of irregular expenditure 
were reported for the Quarter. The irregular expenditure reported was 
predominantly incurred following the approval by the Court to continue 
utilising the service providers although the related contract was deemed 
void and unconstitutional by the Courts. The legal opinion received 
was being clarified with the attorneys. At the moment, the opinion 
sugpectad that the expenditure flowing from the Labour Contract based 
on the approval by the Courts was not irregular and in this regard it 
appeared the expenditure would be reported as condoned by the Court 
in the financial statements for the current financial year. In terms of 
Circular 68, City Power would still need to report the expenditure to 
Council for certification that the expenditure was irrecoverable. It was 
RESOLVED that it be NOTED that irregular expenditure was reported 
as follows: R697,144,281 spend on various service providers under the 
labour contract for maintenance of network, street lights and service 
connections. R193,220 spent on Sixth Sense, the sub-contractor used 
to get evidence and had to be brought back to finalise the disciplinary 
case. R84,076 was reported spent on Grant Thornton, the strategic 
partner used to get evidence and had to be brought back to finalise the 
disciplinary case. R39,060,558 was spent on Zeda for the fleet contract 
secured by the City and extended after the expiry date. 


It was RESOLVED that it be NOTED that there was one instance of 
emergency procurement reported for the Quarter under review. It was 
for implementation of services, secur secpnolodiee and solutions to 
resolve a cyber-attack amounting to R28,057,340. 


It was RESOLVED that it be NOTED that six cases of exceptional 
procurement were reported for the Quarter under review. The 
irst exceptional case was for contract of extension for Medical Aid 
Brokerage/Intermediary service to employees with medical issues (no 
amount reported). The second was for supply and delivery of LV and 

IV able accessories contract amounting to R11,800,000. The third was 
for contract extension for replacement of 11kV Feederboard at Waterval 
Switching Station: Variation orders, CPA and Contingencies amountin 
to R10,879,117,29. The fourth instance was for a contract extension for 
electrification of priority Integrated Housing Development (Lufhereng, 
South Hills & Fleurhof (no amount involved). The fifth instance reported 
was also for a contract extension for disconnection and reconnection 
of non-paying customers and meter audits — 25% of initial contract 
amounting to R21,000,000. The sixth and final exceptional case 
reported was for procurement of miniature substations and ring main 
units (critical materials) amounting to R145,405,992.10. 


lt was RESOLVED the it be NOTED that on the 15th March 2020, the 
President of the Republic of South Africa declared the COVID-19 spread 
as a national disaster. A number of precautionary measures had to 
be implemented in order to curb the spread of the virus. Companies 
were expected to provide their employees with protective clothing 
in the form of masks and gloves, sanitisers and practicing social 
distance. A declaration of the national state of disaster necessitated 
ene eet of sanitisation, screening and other medical 
equipment/devices as well as frontline personal protective equipment 
(PPE) which included but were not limited to masks and gloves, 
medical gowns, aprons and goggles/visors/boot covers, surface and 
hand sanitisers, thermometers, and the availability of the occupational 
medical practitioner (OMP) at all times. The emergency had affected 
service delivery in the sense that the City Power had to scale down 
its operations and pay special focus on essential services as per the 
lockdown pronouncement by the President. The SCM Policy (Section 
16.10) provided for Emergency Procurement in terms of the MFMA 
Regulation 36 (1)(a)(i) and (2). The eee Pale gave a verbal 
approval for emergency procurement of all COVID-19 consumables 
in line with the declaration of a national disaster and subsequent 
uidelines. The ee naule relating to COVID-19 amounted to 
2,803,653.35 (VAT Included). 


It was further RESOLVED to NOTE that the unprecedented COVID-19 
pandemic had disrupted the implementation of procurement transactions 
in the 4th Quarter of the financial year. National Treasury had issued 
instruction that no new bids should be issued during the lockdown period 
while the validity period and closing dates of bids under consideration 
should be extended. The lockdown had resulted in delays in finalisation 
of the procurement transactions. 


It was RESOLVED that the Quarter 4 Setar SCM report was 
NOTED and that it be submitted to Board for NOTING. 
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17 Jul 2020 


SCM ANNUAL PROCUREMENT REPORT 
2019/2020 


It was RESOLVED that, subject to amendments as 
discussion, that: 

the contents of the Report and the information contained 
therein be NOTED. 

the CFO, in compliance with Regulation 6 (4) of the Supply 
Chain Management Regulations, publish the Report 

in the manner prescribed in Section 21A of the Local 
Government: Municipal Systems Act No 32 of 2000, for 
access thereof by the public. 

the Report be RECOMMENDED to Board for APPROVAL 
for SUBMISSION to the Shareholder for NOTING. 


26 Oct 2020 


QUARTERLY PERFORMANCE REPORT - 
QUARTER 1 (2020/2021) 


Johurs 


a world class african city 


Recommendation 


It was RESOLVED to RECOMMEND the 1st Quarterly 
Report for the 2020/2021 Financial Year to the Board for 
APPROVAL. 


26 Oct 2020 


OVERDRAFT BANK ACCOUNT (CIRCULAR 61) 


It was RESOLVED that the Report be NOTED and taken 
to Board for NOTING. 


17 Jul 2020 


QUARTERLY PERFORMANCE REPORT — 
QUARTER 4 (2019/2020) 


It was RESOLVED that the 4th Quarterly Company 
Performance Report (2019/2020) be APPROVED and 
submitted to the Board for NOTING. 


17 Jul 2020 


ENTERPRISE RISK MANAGEMENT POLICY 


It was RESOLVED to RECOMMEND the Enterprise Risk 
Management Policy to Board for APPROVAL. 


17 Jul 2020 


ENTERPRISE RISK MANAGEMENT PLAN 


It was RESOLVED to RECOMMEND the ERM Plan to 
Board for APPROVAL. 


17 Jul 2020 


FRAUD PREVENTION POLICY AND MOU 


It was RESOLVED to RECOMMEND that the Fraud 
Prevention Policy to Board for APPROVAL. 

It was RESOLVED to RECOMMEND the ADOPTION of 
the Memorandum of Understanding to the Board. 


17 Jul 2020 


INTERNAL AUDIT CHARTER 


It was RESOLVED that, subject to amendments, the 
Internal Audit Charter be APPROVED and submitted to 
Board for NOTING. 


17 Jul 2020 


INTERNAL AUDIT REPORT — QUARTER 4 
(2019/2020) 


It was RESOLVED that the Report be NOTED. 

It was further RESOLVED that a 2-pager Report be 
prepared for submission to the Board on the capacity 
constraints in the Internal Audit Department. 


23 Oct 2020 


DRAFT ANNUAL FINANCIAL STATEMENTS 
FOR THE 2019/2020 FY 


It was RESOLVED to RECOMMEND the Draft Annual 
Financial Statements for the 2019/2020 Financial Year to 
the Board for APPROVAL for submission the 
Auditor-General and the Shareholder. 


26 Oct 2020 


SCM AND CONTRACT MANAGEMENT 
REPORT - QUARTER 1 (2020/2021) 


It was NOTED that there were two deviations of receiving 
less than three quotes reported for the Quarter under 
review. In each case the Request for Quotations was 
advertised for 7 days and only 2 bidders responded to 

the request. The bids were awarded to Hypertool and 
Hardware (R185,726), and Gauteng Metrology Services cc 
(R9,487). 


It was NOTED that one case of exceptional procurement 
was reported for the Quarter under review. The COVID-19 
pandemic necessitated that employees with existing 
conditions be at home to protect them from infection. 

The cleaning service which was necessary during the 
pandemic necessitated the appointment of a service 
provider for cleaning and disinfection on an urgent basis. 
The procurement of cleaning and disinfection on an urgent 
basis until end of October 2020 was approved. 


It was NOTED that the COVID-19 procurement 
transactions procured under emergency were disclosed 
as irregular due to the non-compliance to the City policy 
directive. There was also irregular expenditure emanating 
from contracts awarded in previous financial years 
(including labour contracts). All payments made during the 
quarter were disclosed as such in the quarterly report. 


It was RESOLVED that the Quarter 1 (2020/2021) SCM 
report was NOTED and that it be submitted to Board for 
NOTING. 


23 Oct 2020 


INTEGRATED ANNUAL REPORT FOR THE 
2019/2020 FY 


It was RESOLVED to RECOMMEND the Draft Integrated 
Annual Report for the 2019/2020 Financial Year to the 
Board for APPROVAL for submission the Auditor-General 
and the Shareholder. 


26 Oct 2020 


TAX STATUS REPORT 


It was RESOLVED that the Report be NOTED and taken 
to Board for NOTING. 


26 Oct 2020 


ENTERPRISE RISK MANAGEMENT REPORT - 
QUARTER 1 (2020/2021) 


It was RESOLVED that the Report be NOTED and 
submitted to Board for NOTING. 


23 Oct 2020 


AUDIT STATUS & TURNAROUND UPDATE 


The Audit Status Report was NOTED and would be 
submitted to Board for NOTING. 


23 Oct 2020 


BUSINESS CONTINUITY POLICY 


It was RESOLVED to RECOMMEND the Business 
Continuity Policy to Board for APPROVAL. 


24 Feb 2021 


AG’s DRAFT AUDIT REPORT ON THE AUDIT 
OUTCOMES FOR THE 2019/2020 FINANCIAL 
YEAR 


It was RESOLVED that the Auditor-General’s Unqualified 
Audit Opinion with Findings on the Financial Statements of 
the Company for the audit of 2019/2020 Financial Year be 
NOTED and RECOMMENDED to Board for APPROVAL. 


23 Oct 2020 


FIXED ASSET MANAGEMENT POLICY 


It was RESOLVED to RECOMMEND the Fixed Asset 
Management Policy to Board for APPROVAL. 


23 Oct 2020 


ASSET DISPOSAL POLICY 


It was RESOLVED to RECOMMEND the Asset Disposal 
Policy to Board for APPROVAL. 


24 Feb 2021 


AG’s DRAFT MANAGEMENT REPORT (YEAR 
ENDED 30 JUN 2020) 


It was RESOLVED that the Auditor-General’s Report for 
the Financial Year ended 30 June 2020 be NOTED and 
submitted to Board for NOTING subject to the changes as 
discussed. 


23 Oct 2020 


SUPPLY CHAIN MANAGEMENT POLICY 


It was RESOLVED to RECOMMEND the Supply Chain 
Management Policy to Board for APPROVAL. 


23 Oct 2020 


IRREGULAR, FRUITLESS & WASTEFUL 
EXPENDITURE POLICY 


It was RESOLVED to RECOMMEND the Irregular, 
Fruitless & Wasteful Expenditure Policy to Board for 
APPROVAL. 


24 Feb 2021 


AUDITED AFS FOR THE YEAR ENDED 30 JUN 
2020 


It was RESOLVED that, subject to the changes 
recommended by the Members, the audited Annual 
Financial Statements for the Year ended 30 June 2020 be 
RECOMMENDED to Board for APPROVAL. 


23 Oct 2020 


COST CONTAINMENT POLICY 


It was RESOLVED to RECOMMEND the Cost 
Containment Policy to Board for APPROVAL. 


24 Feb 2021 


AUDITED INTEGRATED ANNUAL REPORT 
FOR THE YEAR ENDED 30 JUN 2020 


It was RESOLVED to RECOMMEND the audited 
Integrated Annual Report for the Financial Year ended 30 
June 2020, subject to changes as recommended by the 
Committee, to Board for APPROVAL and submission to 
the Shareholder and the AG. 


26 Oct 2020 


AG’S AUDIT STATUS — FEEDBACK 


It was RESOLVED that the revised Audit Strategy for the 
2019/2020 audit as submitted by the Auditor-General be 
APPROVED and submitted to Board for NOTING. 

It was further RESOLVED that a round robin process for 
approval of the amended audit fee would be followed once 
the Auditor-General submitted its revised Fee. 


29 Apr 2021 


CORRECTION ON THE APPROVED AUDITED 
ANNUAL FINANCIAL STATEMENTS (AFS) AND 
INTEGRATED ANNUAL REPORT (IAR) 


It was RESOLVED to RECOMMEND the APPROVAL to 
Board of the changes to the approved audited Annual 
Financial Statements and the Integrated Annual Report for 
the 2019/2020 Financial Year. 


29 Apr 2021 


RESOLUTION OF AUDIT FINDINGS 


It was RESOLVED that the Report be NOTED and 
submitted to Board for NOTING. 
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29 Apr 2021 RESOLUTION OF UNAUTHORISED, It was RESOLVED that the Report be NOTED and 
IRREGULAR, FRUITLESS AND WASTEFUL submitted to Board for NOTING. 
EXPENDITURE (UIFWE) 
29 Apr 2021 3RD QUARTERLY PERFORMANCE REPORT It was RESOLVED that the 3rd Quarterly Performance 
(2020/2021) Report be NOTED. 
It was further RESOLVED that the Quarter 3 
(2020/2021) SCM Performance set out in Chapter 5 of 
the Report be NOTED. 
29 Apr 2021 ENTERPRISE RISK MANAGEMENT It was RESOLVED that the Maturity Assessment be 
(MATURITY ASSESSMENT AND REVISED NOTED and submitted to Board for NOTING. 
STRATEGIC RISKS) It was RESOLVED that, subject to the changes 
as discussed, the Revised Strategic Risk Register 
be incorporated into the Business Plan and 
RECOMMENDED to Board for APPROVAL. 
07 Jun 2021 WRITE OFF OF IRREGULAR EXPENDITURE 
FOR THE PERIODS 2014/2015 TO 2019/2020 oe oe Da =FE8 SOUTER On= 


FINANCIAL YEARS 


It was RESOLVED to RECOMMEND that Board 
APPROVE the write-off of irregular expenditure amounting 
to R12,468,959.00 incurred during the 2018/2019 financial 
year for submission to the Municipal Public Accounts 
Committee. 


(2) 2014/2015 - ABB SOUTH AFRICA — 
R10,071,888.00 

It was RESOLVED to RECOMMEND that Board 
APPROVE the write-off of irregular expenditure amounting 
to R10,071,888.00 incurred during the 2014/2015 financial 
year for submission to the Municipal Public Accounts 
Committee. 


(3) 2016/2017 — ABI — R2,300,000.00 

It was RESOLVED to RECOMMEND that Board 
APPROVE the write-off of irregular expenditure amounting 
to R2,300,000.00 incurred during the 2016/2017 financial 
year for submission to the Municipal Public Accounts 
Committee. 


(4) 2014/2015 — ACTIVE LIFESTYLE SOLUTIONS 
— R358,000.00 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 
of the write-off of irregular expenditure amounting to 
R358,000.00 incurred during the 2014/2015 financial 
year for submission to the Municipal Public Accounts 
Committee. 


(5) 2018/2019 —-AIR PRODUCTS — R12,420.00 
It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 
of the write-off of irregular expenditure amounting to 
R12,420.00 incurred during the 2018/2019 financial 
year for submission to the Municipal Public Accounts 
Committee. 


(6) 2018/2019 — AQUA TELECOMS — 
R2,594,461.52 

It was RESOLVED to RECOMMEND that Board 
APPROVE the write-off of irregular expenditure amounting 
to R2,594,461.52 incurred during the 2018/2019 financial 
year for submission to the Municipal Public Accounts 
Committee. 


(7) 2018/2019 — BIG O TRADING — R654,418.00 
It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 


CITY POWER 226 


INTEGRATED REPORT 2020/2021 


Johurs 


City Power 


a world class african city Johannesburg 


Recommendation 


of the write-off of irregular expenditure amounting to 
R654,418.00 incurred during the 2018/2019 financial year for 
submission to the Municipal Public Accounts Committee. 


(8) 2017/2018 - BUDGET OVERSPEND — 
R123,121,000.00 

It was RESOLVED to RECOMMEND that Board APPROVE 
the write-off of irregular expenditure amounting to 
R123,121,000.00 incurred during the 2017/2018 financial 
year for submission to the Municipal Public Accounts 
Committee. 


(9)2019/2020 - BUDGET OVERSPEND — 
R233,052,000.00 

It was RESOLVED to RECOMMEND that Board APPROVE 
the write-off of irregular expenditure amounting to 
R233,052,000.00 incurred during the 2019/2020 financial 
year for submission to the Municipal Public Accounts 
Committee. 


(10) 2018/2019 — CIGICELL — R9,155,000.00 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R9,155,000.00 incurred during the 2018/2019 financial year 
for submission to the Municipal Public Accounts Committee. 


(11) 2018/2019 — CLIMO — R148,069.00 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R148,069.00 incurred during the 2018/2019 financial year for 
submission to the Municipal Public Accounts Committee. 


(12) 2018/2019 - CONSOLIDATED POWER 
PROJECTS — R133,539, 190.00 

It was RESOLVED to RECOMMEND that Board APPROVE 
the write-off of irregular expenditure amounting to 
R133,539,190.00 incurred during the 2018/2019 financial 
year for submission to the Municipal Public Accounts 
Committee. 


(13) 2018/2019 — CULLIN — R92,529.00 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R92,529.00 incurred during the 2018/2019 financial year for 
submission to the Municipal Public Accounts Committee. 


(14) 2018/2019 — DAILITSO BUSINESS EQUIPMENT 

— R441,731.00 

It was RESOLVED that the Report be NOTED with no s 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to a 
R441,731.00 incurred during the 2018/2019 financial year for 
submission to the Municipal Public Accounts Committee. = 


(15) 2016/2017 - DASH TRADING ENTERPRISE — = 
R40,000.00 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R40,000.00 incurred during the 2016/2017 financial year for 
submission to the Municipal Public Accounts Committee. 


(16) 2014/2015 — DIMENSION DATA — R715,078.00 
It was RESOLVED to RECOMMEND that Board APPROVE 


CITY POWER 


INTEGRATED REPORT 2020/2021 


Johurs 


City Power 


a world class african city Johannesburg 


the write-off of irregular expenditure amounting to 
R715,078.00 incurred during the 2014/2015 financial year for 
submission to the Municipal Public Accounts Committee. 


(17) 2018/2019 — ELLEN G CC — R33,783.08 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R33,783.08 incurred during the 2018/2019 financial year for 
submission to the Municipal Public Accounts Committee. 


(18) 2018/2019 — F & J ELECTRICAL — 
R11,758,687.00 

It was RESOLVED to RECOMMEND that Board APPROVE 
the write-off of irregular expenditure amounting to 
R11,758,687.00 incurred during the 2018/2019 financial year 
for submission to the Municipal Public Accounts Committee. 


(19) 2018/2019 — FAMOUS LIT — R77,424.00 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R77,424.00 incurred during the 2018/2019 financial year for 
submission to the Municipal Public Accounts Committee. 


(20) 2018/2019 — FARANANI MEDIA — R889,610.74 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R889,610.74 incurred during the 2018/2019 financial year for 
submission to the Municipal Public Accounts Committee. 


(21) 2019/2020-2020/2021 — FLEET CONTRACT — 
R175,358,640.62 

It was RESOLVED to RECOMMEND that Board APPROVE 
the write-off of irregular expenditure amounting to 
R175,358,640.62 incurred during the 2019/2020-2020/2021 
financial year for submission to the Municipal Public 
Accounts Committee. 


(22) 2018/2019 — FLY HI — R54,359.00 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R54,359.00 incurred during the 2018/2019 financial year for 
submission to the Municipal Public Accounts Committee. 


(23) 2016/2017 — FUMIGATION WORX — R32,440.00 
It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R32,440.00 incurred during the 2016/2017 financial year for 
submission to the Municipal Public Accounts Committee. 


(24) 2016/2017 — GRANT THORNTON — R72,808.00 
It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R72,808.00 incurred during the 2016/2017 financial year for 
submission to the Municipal Public Accounts Committee. 


(25) 2018/2019 — JNP CONSTRUCTION — R82,560.00 
It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R82,560.00 incurred during the 2018/2019 financial year for 
submission to the Municipal Public Accounts Committee. 
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(26) 2018/2019 — KHENTSA — R27,673.45 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R27,673.45 incurred during the 2018/2019 financial year for 
submission to the Municipal Public Accounts Committee. 


(27) 2018/2019 TO 2020/2021 - LABOUR CONTRACT 
- R1,282,427,247.04 

It was RESOLVED to RECOMMEND that Board 

APPROVE the write-off of irregular expenditure amounting 
to R1,282,427,247.04 incurred during the 2018/2019, 
2019/2020 and 2020/2021 financial years for submission to 
the Municipal Public Accounts Committee. 


(28) 2016/2017 - MANGIS ENVIRONMENTAL 
SOLUTIONS — R84,000.00 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R84,000.00 incurred during the 2016/2017 financial year for 
submission to the Municipal Public Accounts Committee. 


(29) 2014/2015 — MBONENI TELEDATE — 
R3,200,000.00 

It was RESOLVED to RECOMMEND that Board APPROVE 
the write-off of irregular expenditure amounting to 
R3,200,000.00 incurred during the 2014/2015 financial year 
for submission to the Municipal Public Accounts Committee. 


(30) 2018/2019 — MPANDE BUSINESS ENTERPRISE 
— R21,520,936.00 

It was RESOLVED to RECOMMEND that Board APPROVE 
the write-off of irregular expenditure amounting to 
R21,520,936.00 incurred during the 2018/2019 financial year 
for submission to the Municipal Public Accounts Committee. 


(31) 2016/2017 — OHS CARE — R199,181.00 

It was RESOLVED that the Report be NOTED with no 
objection to it being forwarding to Board for APPROVAL 

of the write-off of irregular expenditure amounting to 
R199,181.00 incurred during the 2016/2017 financial year fo 
submission to the Municipal Public Accounts Committee. 


(32) 2016/2017 - POWERTECH -— R1,277,804.01 

It was RESOLVED to RECOMMEND that Board APPROVE 
the write-off of irregular expenditure amounting to 
R1,277,804.01 incurred during the 2016/2017 financial year 
for submission to the Municipal Public Accounts Committee. 


(33) 2018/2019 — PRICEWATERHOUSECOOPERS — 
R804,767.68 

It was RESOLVED to RECOMMEND that Board APPROVE 
the write-off of irregular expenditure amounting to 
R804,767.68 incurred during the 2018/2019 financial year fo 
submission to the Municipal Public Accounts Committee. 


(34) 2014/2015 — SOUTHERN POWER 
MAINTENANCE — R381,544.00 

It was RESOLVED to RECOMMEND that Board APPROVE 
the write-off of irregular expenditure amounting to 
R381,544.00 incurred during the 2014/2015 financial year fo 
submission to the Municipal Public Accounts Committee. 
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Key audit matter How the matter was addressed in the audit 


Revenue recognition 


Report on the audit of the financial statements 


Opinion 


1. 


| have audited the financial statements of the City Power Johannesburg (SOC) Ltd set out on 
pages 242 to 335, which comprise the statement of financial position as at 30 June 2021, the 
statement of financial performance, statement of changes in net assets, cash flow statement, 
budget comparison: statement of financial position and budget comparison: statement of 
financial performance for the year then ended, as well as notes to the financial statements, 
including a summary of significant accounting policies. 


In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the City Power Johannesburg (SOC) Ltd as at 30 June 2021, and its financial 
performance and cash flows for the year then ended in accordance with the South African 
Standards of Generally Recognised Accounting Practise (SA Standards of GRAP) and the 
requirements of the Municipal Finance Management Act 56 of 2003 (MFMA) and the 
Companies Act 71 of 2008 (the Companies Act). 


Basis for opinion 


3. 


| conducted my audit in accordance with the International Standards on Auditing (ISAs). My 
responsibilities under those standards are further described in the auditor-general’s 
responsibilities for the audit of the financial statements section of my report. 


| am independent of the municipal entity in accordance with the International Ethics Standards 
Board for Accountants’ /nternational code of ethics for professional accountants (including 
International Independence Standards) (IESBA code) as well as other ethical requirements 
that are relevant to my audit in South Africa. | have fulfilled my other ethical responsibilities in 
accordance with these requirements and the IESBA code. 


| believe that the audit evidence | have obtained is sufficient and appropriate to provide a 
basis for my opinion. 


Key audit matters 


6. 


Key audit matters are those matters that, in my professional judgement, were of most 
significance in my audit of the financial statements for the current period. These matters were 
addressed in the context of my audit of the financial statements as a whole and in forming my 
opinion, and | do not provide a separate opinion on these matters. 
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Revenue from service charges for 
electricity, as disclosed in note 25 to the 
annual financial statements, was 
recognised based on actual meter 
readings or estimates of consumption. 


My procedures included the following: 


e Understanding and evaluating the flow 
of information, the information 
technology (IT) system and the controls 
relating to the meter reading process, 


7 : the billing process and the systems 
Revenue recognition for electricity service interface process, which included 


charges has been identified as a key audit involving my IT audit specialists 
matter due to significant judgement e Identifying the significant risks 
applied in calculating the estimations of associated with service billing and 
the consumption used and the significant designing specific procedures to 
volume of transactions processed and address the risks identified 


interfaced through a complex information e Performing a substantive test of detail 
system. using computer assisted audit 
techniques by IT audit specialists on 
the electricity consumption billed to 
identify estimations used. 


e Performing procedures on the 
appropriateness of assumptions made 
by management in calculating the 
estimate to determine whether it is 
reasonable. 


e Physical inspection of a sample of 
meter readings to validate the meter 
readings captured. 

| found that manual and IT controls were 
designed and these controls were adequately 
implemented. | found that the significant 
judgements made by management in 
calculating the estimate were reasonable. No 
significant issues were noted on the 
reasonableness of revenue. 


Emphasis of matters 


| draw attention to the matters below. My opinion is not modified in respect of these matters. 


Restatement of corresponding figures 


As disclosed in note 47 to the financial statements, the corresponding figures for 
30 June 2020 were restated as a result of an error in the financial statements of the municipal 
entity at, and for the year ended, 30 June 2021. 
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Uncertainty relating to the future outcome of exceptional litigation 


9. With reference to note 41 to the financial statements, the municipal entity is the defendant in 
various lawsuits. The ultimate outcome of these matters could not be determined and no 
provision for any liability that may result was made in the financial statements. 


Material impairment 


10. As disclosed in note 7 to the financial statements, the consumer debtors’ balance has been 
impaired. The allowance for impairment of consumer debtors amounted to R5 085 600 000 
(2019-20: R4 507 377 000), which represents 69,9% (2019-20: 69,9%) of total consumer 
debtors. The contribution to the allowance for impairment was R792 538 000 (2019-20: 
R453 655 000). 


Material losses 


11. As disclosed in note 35 to the financial statements, material electricity losses of 
R3 671 613 000 (2019-2020: R3 438 559 000) were incurred, which represents 29% (2019- 
2020: 28%) of total electricity purchased. Technical losses amounted to R1 143 642 000 
(2019-2020: R1 088 851 000) due to energy losses. Non-technical losses amounted to 
R2 527 971 000 (2019-2020: R2 349 708 000) due to theft and bypass of meters, damaged 
meters and faulty voltage. 


Other matter 


12. | draw attention to the matter below. My opinion is not modified in respect of this matter. 
Unaudited disclosure notes 


13. In terms of section 125(2)(e) of the MFMA, the municipal entity is required to disclose 
particulars of non-compliance with the MFMA in the financial statements. This disclosure 
requirement did not form part of the audit of the financial statements and, accordingly, | do not 
express an opinion on it. 


Responsibilities of the accounting officer for the financial statements 


14. The accounting officer is responsible for the preparation and fair presentation of the financial 
statements in accordance with the SA Standards of GRAP and the requirements of the MFMA 
and the Companies Act, and for such internal control as the accounting officer determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 


15. In preparing the financial statements, the accounting officer is responsible for assessing the 
municipal entity’s ability to continue as a going concern, disclosing, as applicable, matters 
relating to going concern and using the going concern basis of accounting unless the 
appropriate governance structure either intends to liquidate the municipal entity or to cease 
operations, or has no realistic alternative but to do so. 
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Auditor-general’s responsibilities for the audit of the financial statements 


16. 


17. 


My objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance 
but is not a guarantee that an audit conducted in accordance with the ISAs will always detect 
a material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of these financial statements. 


A further description of my responsibilities for the audit of the financial statements is included 
in the annexure to this auditor’s report. 


Report on the audit of the annual performance report 


Introduction and scope 


18. 


19. 


20. 


21. 


In accordance with the Public Audit Act 25 of 2004 (PAA) and the general notice issued in 
terms thereof, | have a responsibility to report on the usefulness and reliability of the reported 
performance information against predetermined objectives for selected objective presented in 
the annual performance report. | performed procedures to identify material findings but not to 
gather evidence to express assurance. 


My procedures address the usefulness and reliability of the reported performance information, 
which must be based on the municipal entity's approved performance planning documents. | 
have not evaluated the completeness and appropriateness of the performance indicators 
included in the planning documents. My procedures do not examine whether the actions taken 
by the municipal entity enabled service delivery. My procedures do not extend to any 
disclosures or assertions relating to the extent of achievements in the current year or planned 
performance strategies and information in respect of future periods that may be included as 
part of the reported performance information. Accordingly, my findings do not extend to these 
matters. 


| evaluated the usefulness and reliability of the reported performance information in 
accordance with the criteria developed from the performance management and reporting 
framework, as defined in the general notice, for the following selected objective presented in 
the municipal entity’s annual performance report for the year ended 30 June 2021: 


Strategic objective Pages in the annual 


performance report 


Strategic objective 4 — Develop and maintain a reliable network 126 - 143 
infrastructure asset 


| performed procedures to determine whether the reported performance information was 
consistent with the approved performance planning documents. | performed further 
procedures to determine whether the indicators and related targets were measurable and 
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relevant, and assessed the reliability of the reported performance information to determine 
whether it was valid, accurate and complete. 


22. | did not identify any material findings on the usefulness and reliability of the reported 
performance information for this strategic objective: 


e Strategic objective 4 — Develop and maintain a reliable network infrastructure asset 


Other matters 
23. | draw attention to the matters below. 
Achievement of planned targets 


24. Refer to the annual performance report on pages 126 to 143 for information on the achievement 
of planned targets for the year. 


Adjustment of material misstatements 


25. | identified material misstatements in the annual performance report submitted for auditing. 
These material misstatements were in the reported performance information of Strategic 
objective 4 - develop and maintain a reliable network infrastructure asset. AS management 
subsequently corrected the misstatements, | did not raise any material findings on the 
usefulness and reliability of the reported performance information. 


Report on the audit of compliance with legislation 


Introduction and scope 


26. In accordance with the PAA and the general notice issued in terms thereof, | have a 
responsibility to report material findings on the municipal entity’s compliance with specific 
matters in key legislation. | performed procedures to identify findings but not to gather 
evidence to express assurance. 


27. The material findings on compliance with specific matters in key legislation are as follows: 
Expenditure management 


28. Reasonable steps were not taken to prevent irregular expenditure amounting to 
R1 031 089 000, as disclosed in note 46 to the annual financial statements, as required by 
section 95(d) of the MFMA. The majority of the irregular expenditure was caused by 
contravention of SCM regulation 19(a) & (b); 36(1)(a) and 12(3). 


29. Reasonable steps were not taken to prevent fruitless and wasteful expenditure amounting to 
R128 570 000 as disclosed in note 45 to the annual financial statements, in contravention of 
section 95(d) of the MFMA. The majority of the disclosed fruitless and wasteful expenditure 
was caused by interest incurred on disputed assessments from the South African Receiver of 


Revenue (Sars). 
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Other information 


30. 


31. 


32. 


33. 


The accounting officer is responsible for the other information. The other information 
comprises the information included in the annual report, which includes the directors’ report, 
the audit committee’s report and the company secretary’s certificate, as required by the 
Companies Act. The other information does not include the financial statements, the auditor’s 
report and those selected objective presented in the annual performance report that have 
been specifically reported in this auditor’s report. 


My opinion on the financial statements and findings on the reported performance information 
and compliance with legislation do not cover the other information and | do not express an 
audit opinion or any form of assurance conclusion on it. 


In connection with my audit, my responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the financial statements 
and the selected objective presented in the annual performance report, or my knowledge 
obtained in the audit, or otherwise appears to be materially misstated. 


| did not receive the other information prior to the date of this auditor’s report. When | do 
receive and read this information, if | conclude that there is a material misstatement therein, | 
am required to communicate the matter to those charged with governance and request that 
the other information be corrected. If the other information is not corrected, | may have to 
retract this auditor’s report and re-issue an amended report as appropriate. However, if it is 
corrected this will not be necessary. 


Internal control deficiencies 


34. 


35. 


36. 


| considered internal control relevant to my audit of the financial statements, reported 
performance information and compliance with applicable legislation; however, my objective 
was not to express any form of assurance on it. The matters reported below are limited to the 
significant internal control deficiencies that resulted in findings on compliance with legislation 
included in this report. 


The accounting officer did not exercise adequate oversight responsibility over the internal 
controls relating to compliance with key laws and regulations. This resulted in material non- 
compliance with laws and regulations. 


Senior management did not ensure that adequate monitoring controls were in place to prevent 
non-compliance with laws and regulations. 


Other reports 


37. 


| draw attention to the following engagements conducted by another party which had, or could 
have, an impact on the matters reported in the municipal entity’s financial statements, reported 
performance information, compliance with applicable legislation and other related matters. 
These reports did not form part of my opinion on the financial statements or my findings on the 
reported performance information or compliance with legislation. 
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38. The City of Johannesburg Group Forensic Investigation Services was investigating allegations Annexure — Auditor-general’s responsibility for the audit 
of possible fraud, procurement irregularities and financial misconduct in the municipal entity, 
covering various financial years including the current financial year. The outcome of these 1. As part of an audit in accordance with the ISAs, | exercise professional judgement and 


investigations were expected after 30 June 2021. maintain professional scepticism throughout my audit of the financial statements and the 


procedures performed on reported performance information for selected objective and on the 
: al municipal entity’s compliance with respect to the selected subject matters. 
uchtor Cierer 


Financial statements 


Johannesburg 
2. | ition to my responsibility for the audit of the financial statements as described in this 
30 November 2021 ‘ oe eis : 
auditor’s report, | also: 
e identify and assess the risks of material misstatement of the financial statements, whether 
et due to fraud or error; design and perform audit procedures responsive to those risks; and 
® 2: obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion. 
& e » The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
AUOITOR-GENERAEL misrepresentations or the override of internal control 


SOUTH AFRICA 
e obtain an understanding of internal control relevant to the audit in order to design audit 
Auditing to build public confidence procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the municipal entity’s internal control 


e evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the accounting officer 


e conclude on the appropriateness of the accounting officer’s use of the going concern basis 
of accounting in the preparation of the financial statements. | also conclude, based on the 
audit evidence obtained, whether a material uncertainty exists relating to events or 
conditions that may cast significant doubt on the ability of the City Power Johannesburg 
(SOC) Ltd to continue as a going concern. If | conclude that a material uncertainty exists, | 
am required to draw attention in my auditor's report to the related disclosures in the 
financial statements about the material uncertainty or, if such disclosures are inadequate, 
to modify my opinion on the financial statements. My conclusions are based on the 
information available to me at the date of this auditor's report. However, future events or 
conditions may cause a municipal entity to cease operating as a going concern 


e evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and determine whether the financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation 


Communication with those charged with governance 


3. | communicate with the accounting officer regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that | identify during my audit. 


4. lalso provide the accounting officer with a statement that | have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and 
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other matters that may reasonably be thought to bear on my independence and, where 
applicable, actions taken to eliminate threats or safeguards applied. 


From the matters communicated to those charged with governance, | determine those matters 
that were of most significance in the audit of the financial statements for the current period 
and are therefore key audit matters. | describe these matters in this auditor's report unless law 
or regulation precludes public disclosure about the matter or when, in extremely rare 
circumstances, | determine that a matter should not be communicated in this auditor’s report 
because the adverse consequences of doing so would reasonably be expected to outweigh 
the public interest of such communication. 
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DIRECTORS’ RESPONSIBILITIES AND APPROVAL 


The Directors are required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate accounting records 
and are responsible for the content and integrity of the annual financial statements and related financial information included in this 
Report. It is the responsibility of the Directors to ensure that the annual financial statements fairly present the state of affairs of the 
Entity as at the end of the financial year and the results of its operations and cash flows for the period then ended. The external 
auditors are engaged to express an independent opinion on the annual financial statements and were given unrestricted access 
to all financial records and related data. 


The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting Practice 
(GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 


The annual financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable 
and prudent judgements and estimates. 


The Directors acknowledge that they are ultimately responsible for the system of internal financial control established by the 
Entity and place considerable importance on maintaining a strong control environment. To enable the Directors to meet these 
responsibilities, the Directors set standards for internal control aimed at reducing the risk of error or deficit in a cost effective 
manner. The standards include the proper delegation of responsibilities within a clearly defined framework, effective accounting 
procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored throughout 
the Entity and all employees are required to maintain the highest ethical standards in ensuring the Entity’s business is conducted 
in a manner that in all reasonable circumstances is above reproach. The focus of risk management in the Entity is on identifying, 
assessing, managing and monitoring all known forms of risk across the Entity. While operating risk cannot be fully eliminated, the 
Entity endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied 
and managed within predetermined procedures and constraints. 


To address the stagnation in the internal control environment, Internal Audit performed various process audits and during the 
current financial year to identify the gaps and make recommendations for improvement. The review of Annual Financial Statements 
was subjected to a review by an external company, while the Integrated Annual Report was reviewed by Internal Audit. The 
implementation of the turnaround is central to the improvements in the control environment and financial health of the Entity. The 
focus of the Directors for the coming financial year will also be extended to streamlining organisational arrangements to allow 
timeous consequence management on irregular, fruitless and wasteful expenditure. 


The Directors are of the opinion, based on the information and explanations given by Management, expert opinion where 
appropriate, that the system of internal control provides reasonable assurance that the financial records may be relied on for the 
preparation of the annual financial statements. However, any system of internal financial control can provide only reasonable, and 
not absolute, assurance against material misstatement or deficit. 


The Directors have reviewed the Entity’s cash flow forecast for the year to 30 June 2022 and, in the light of this review and the current 
financial position, they are satisfied that the Entity has or has access to adequate resources to continue in operational existence for the 
foreseeable future. The Entity has generated positive cash flows from operations, however, the liquidity of the Entity remains of concern. 
The Directors are exploring a financial recovery plan that will include a debt restructure with the Shareholder. The Directors’ opinion on the 
liquidity and going concern position of the Entity is based on and dependent on the Shareholder’s continued support of the Entity’s cash 
requirements for both operational and capital requirements through current account and long-term loans to make up the shortfall in revenue 
and cash collections, should this be required. 


The Board of Directors are primarily responsible for the financial affairs of City Power Johannesburg Soc Ltd (herein referred to as the Entity). 


The external auditors are responsible for independently reviewing and reporting on the Entity’s annual financial statements. The 
annual financial statements set out on pages 6 to 81, which have been prepared on the going concern basis. 


Adv. L Maseko 
Chairperson 
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DIRECTORS’ REPORT 


The Directors have pleasure to submit their report, including the audited annual financial statements for the year ended 30 June 
2021. 


1. Incorporation 


The Entity was incorporated on 30 November 2000 and obtained its certificate to commence business on 1 January 2001. 

The Companies Act, 2008 (Act 71 of 2008) became effective on 1 May 2011 and applies to annual financial periods beginning 
after 1 May 2011 as per proclamation R.32 published in Government Gazette 34239 on 26 April 2011. The Companies Act, 2008 
repealed the whole of the Companies Act, 1973 (Act 61 of 1973), except for Chapter 14 in as far as it deals with the liquidation 
and winding-up of insolvent companies. 

In terms of section 4(1)(c) of Schedule 5 (transitional arrangement) to the Companies Act, 2008, the Entity is deemed to have 
amended its Memorandum of Incorporation as of the general effective date to have changed its name in so far as required to 


comply with section 11(3). 


Therefore, in terms of the Companies Act, 2008 (Act 71 of 2008) as from 1 May 2011, the name of the Entity is City Power 
Johannesburg (SOC) Ltd. 


All references to the Companies Act in these annual financial statements are to the Companies Act, 2008, unless otherwise 
indicated. 


2. Review of Activities 


Main Business and Operations 
The operating results and state of affairs of the Entity are fully set out in the attached annual financial statements. 


Net surplus/(deficit) of the Entity after tax for the period ended 30 June 2021 is (R469,005,000) (2020: R50,883,000). 


3. Going Concern 


The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis 
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities, 
contingent obligations and commitments will occur in the ordinary course of business. 


4. Tax Status 


The Entity’s application for exemption from income tax was heard in the Supreme Court on 6th November 2020. The court 
delivered its judgement on 20 November 2020, which denied the Entity’s exemption. The Constitutional Court denied the Entity’s 
application for leave to appeal the Supreme Court judgement on the Entity’s tax exemption status. SARS also disallowed wear 
and tear under Sec12C and the matter is also challenged in court. . 


5. SARS COVID-19 


The SARS COVID-19 pandemic which resulted in the country going into strict lockdown to contain the outbreak from March 
2020 has had an adverse impact on current year performance especially on collection of revenue. This resulted in a higher than 
expected impairment of consumer debtors of R792,538,000 compared to R453,655,000 in the prior financial period. 
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6. Directors’ Personal Financial Interest 
The Directors of the Entity did not have any personal interest in contracts entered into by the Entity during the current financial year. 
7. Kelvin Power Purchase Negotiations 


The Entity is negotiating an extension of the Kelvin purchase agreement due to expire in 8 November 2021 with Kelvin Power. 
The negotiations are at an advanced stage. There is a potential reversal of the ash disposal expenses incurred of R128,695,000 
(current year: R9,119,000) if the agreement is entered into between 31 August 2021 and 8 November 2021. 


8. Subsequent Events 


The turnaround of City Power has concluded and a final close-out report was tabled to Board on 18 August 2021. The turnaround 
was holistically focusing on providing recommendations on various aspects of the business ranging from governance and strategy, 
financial sustainability, revenue enhancement, supply chain management and capital funding. 

To minimise the irregular and fruitless and wasteful expenditure, the business investigated in excess of R2bn worth of transactions 
which were presented to the Municipal Public Account Committee (MPAC) sub-committee on 15 June 2021. The MPAC sub- 


committee recommended R304 million to Council for write-off. An adjusting effect will be considered if these are approved by 
Council subsequent to 31 August 2021. 


9. Accounting Policies 


The annual financial statements are prepared in accordance with South African Standards of Generally Recognised Accounting 
Practice (GRAP) issued by the Accounting Standards Board as the framework prescribed by The National Treasury. 


10. Share Capital/Contributed Capital 
There were no changes in the authorised or issued share capital of the Entity during the year under review. The entire shareholding 


of the Entity is held by the City of Johannesburg Metropolitan Municipality. Unissued ordinary shares are under the control of the 
City of Johannesburg Metropolitan Municipality. 


11. Borrowing Limitations 


All external funding is managed under the auspices of the City of Johannesburg Metropolitan Municipality Asset and Liability 
Committee and Treasury Department. 


12. Non-Current Assets 


There were no major changes in the physical nature of non-current assets of the Entity during the year. 


13. Dividends 


No dividends were declared or paid to the Shareholder during the year. 
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The Directors of the Entity during the year and at the date of this Report are as follows: 


Adv. L Maseko South African Appointed Wednesday, 10 February 2021 
Ms. N Batyi South African Appointed Wednesday, 10 February 2021 
Mr. P Kedama South African Appointed Wednesday, 10 February 2021 
Mr. N Kgope South African 

Ms. T Marah South African Appointed Wednesday, 10 February 2021 
Ms. L Mathabathe South African Appointed Wednesday, 10 February 2021 
Mr. W Mathamela - Chairperson South African Resigned Wednesday, 10 February 2021 
Mr. K Mthembu South African 

Mr. M Ntsokolo - Executive South African Appointed Thursday, 01 April 2021 

Mr. B Ramokhele South African 

Mr. K Setzin South African 

Mr. M Seopela South African 

Ms. P Thobejane South African 

Mr. B Twala South African 

Ms. N Xolo - Executive South African 

Ms. K Lehloenya South African Resigned Wednesday, 10 February 2021 
Mr. M Mello South African Resigned Wednesday, 10 February 2021 
Mr. L Setshedi - Executive South African Resigned Monday, 30 November 2020 
Mr. E Magerman Sau Afiean Appointed Wednesday, 10 February 2021, resigned 


Tuesday, 16 March 2021 


15. Secretary 
The secretary of the Entity is Mr. MJ Smith. 


Business address: 
40 Heronmere Road 
Reuven 
Johannesburg 
Gauteng 

2016 


Postal address: 
PO Box 38766 
Booysens 
Gauteng 

2016 
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16. Corporate Governance 


16.1. General 


The Entity confirms and acknowledges its responsibility to total compliance with King IV Report on Corporate Governance for 
South Africa. The Directors (Executive Director) discuss the responsibilities of Management in this respect, at Board meetings and 
monitors the Entity’s compliance with the Code during the year. 


The salient features of the entity’s adoption of the Code is outlined below: 
16.2. Board of Directors 


The Board: 

e retains control of the plans and strategy of the Entity. However, due to the mechanism implemented by the Shareholder the 
Board is not in control of certain aspects of the Entity’s value chain including budgeting, billing and revenue collection. 

* acknowledges its responsibilities as to strategy, compliance with internal policies, external laws and regulations, effective risk 
management and performance measurement, transparency and effective communication both internally and externally by the 
Entity; 

¢ is aunitary structure comprising: 

Nine Non-Executive Directors, all of whom are independent Directors as defined in the Code of Corporate Practices and 
Conduct (“the Code”) laid out in the King IV Report on Corporate Governance for South Africa and two Executive Directors; 
Chief Executive Officer and Chief Financial Officer. 


Chairperson and Chief Executive 
The Chairperson is a non-executive and independent director. Adv L Maseko was appointed chairperson of the Board after Mr W 


Mathamela retired on 10 February 2021. 


The roles of chairperson and Chief Executive Officer are separate, with responsibilities divided between them, so that no individual 
has unfettered powers of discretion. 


16.3. Remuneration 


The remuneration of the Chief Executive Officer is determined by the Board of Directors within the parameters set by the City of 
Johannesburg Metropolitan Municipality as provided for in section 89 of the MFMA. 


16.4. Board of Directors Meetings 


The Board met on 12 (twelve) separate occasions during the financial year. The Board schedules to meet a minimum of 4 (four) 
times per annum. 


Non-Executive Directors have access to all members of Management of the Entity. 
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Total Meetings 12 7 6 3 1 5 
Non-Executive Directors of the Board 
Mr. W Mathamela 7 of7 2 of 2 
Ms. L Maseko 5 of 5 1 of 1 3 of 3 4 of 4 
Ms N Batyi 4 of 5 2 of 2 1 of 1 3 of 4 
Mr. P Kedama 4of5 1 of 2 1 of 1 4 of 4 
Mr. N Kgope 12 of 12 2 of 2 4 of 4 3 of 3 5 of 5 
Ms. K Lehloenya 7 of7 3 of 3 2 of 2 
Mr. E Magerman 2 of 2 1 of 1 
Ms. T Marah 5 of 5 2 of 2 1 of 1 4 of 4 
Ms. L Mathabathe 5 of 5 2 of 2 1 of 1 4 of 4 


Mr. K Mthembu 12 of 12 5 0f 5 3 of 3 1 of 1 4o0f5 
Mr. M Mello 3 of 7 2 of 2 1 of 1 1 of 2 
Mr. B Ramokhele 12 of 12 6 of 6 2 of 2 4of5 
Mr M Seopela 12 of 12 7 of 7 1 of 1 5 of 5 
Mr. K Setzin 11 of 12 5 of 5 2 of 2 2 of 2 1 of 1 5 of 5 
Ms. P Thobejane 10 of 12 4 of 7 1 of 1 1 of 5 
Mr B Twala 12 of 12 3 of 3 1 of 1 20f5 
Executive Directors of the Board 

Mr M Ntsokolo 3 of 3 2 of 2 2 of 2 1 of 1 1 of 1 3 of 3 
Ms M Xolo 10 of 12 3 0f 5 6 of 6 3 of 3 1 of 1 5 of 5 
Mr L Setshedi 0 of O 0 of O 0 of O 0 of O 0 of O 
Independent Audit Committee 

Mr C Lithole 1 of 1 6 of 6 3 of 3 
Mr V Mokwena 0 of 1 

Mr H Moolla 1 of 1 5 of 6 2 of 3 
Ms D Mthimunye 2 of 2 1 of 2 
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16.5. Independent Audit Committee 


The Audit committee consists of 3 Non-Executive Directors and 3 independent members.The committee met 6 (six) times during 
the 2020/21 financial year to review matters necessary to fulfil its role. 


In terms of Section 166 of the MFMA, the Audit committee shall consist of at least 3 (three) persons with appropriate experience, 
of whom the majority may not be in the employ of the Shareholder or City Power. In this regard the Shareholder has appointed 
3 (three) Independent Audit Committee members following the retirement of the previous members of the committee. 
The Independent Audit Committee members are shown below: 


Mr. V Mokwena Retired 20 October 2020 
Ms. D Mthimunye Appointed 10 February 2021 
Mr. H Moolla Appointed 17 April 2019 

Mr. C Lithole Appointed 11 March 2020 


The Audit Committee has fulfilled its responsibilities as provided for in section 166 of the MFMA. 


INTERNAL AUDIT 


The Entity’s Internal Audit function is performed internally and assisted by outside service providers in areas where internal 
capacity is inadequate. This is in compliance with the MFMA. 


17. Controlling Entity 

The Entity’s internal audit function is performed internally and assisted by outside service providers in areas where internal capacity 
is inadequate. This is in compliance with the MFMA. The Entity’s controlling entity is the City of Johannesburg Metropolitan 
Municipality. 

18. Bankers 


ABSA Limited and Standard Bank Limited. 


The management of the treasury function within the municipal entity is managed under the auspices of the City of Johannesburg 
Metropolitan Municipality Assets and Liabilities Committee and Treasury department. 


19. Auditors 


The Auditor-General of South Africa performs the audit in terms of section 92 of the MFMA. 


Declaration by the Company Secretary in Respect of Section 88(2)(e) Of the Companies Act 


In terms of Section 88(2)(e) of the Companies Act, | certify that in respect of the year ended 30 June 2021 that the company 
has lodged with the Commissioner all such returns as are required of a public company in terms of the Companies Act and 
that all such returns appear to be true, correct and up to date. 


gi 


Mr. MJ Smith 
Company Secretary 
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STATEMENT OF FINANCIAL POSITION 
as at 30 June 2021 
: : 2020 
Figures in Rand thousand Note(s) 2021 Figetatade 
Assets 
Current Assets 
Inventories 3 59,618 88,826 
Current tax receivable 12 170,778 - 
Receivables from exchange transactions 5 848,780 660,827 
Receivables from non-exchange transactions 6 194,979 330,377 
Consumer debtors 7 2,187,223 1,938,691 
Value Added Tax receivable 8 - 18,661 
Cash and cash equivalents 9 567,460 265,237 
4,028,838 3,302,619 
Non-Current Assets 
Property, plant and equipment 10 15,376,245 15,301,732 
Intangible assets 11 388,507 374,521 
15,764,752 15,676,253 
Total Assets 19,793,590 18,978,872 
Liabilities 
Current Liabilities 
Loans from shareholders 4 5,772,910 4,373,341 
Current tax payable 12 - 168,706 
Finance lease obligation 13 Son 2 19,069 
Trade and other payables from exchange transactions 14 4,647,241 4,345,694 
Trade and other payables from non-exchange transactions 15 3,220 9,375 
Provisions 16 267,035 254,942 
Value Added Tax payable 17 125 004 - 
10,828,922 9,171,127 
Non-Current Liabilities 
Loans from shareholders 4 2,053,443 2,275,177 . 
Finance lease obligation 13 19,548 20,345 
Employee benefit obligation 18 es 5,508 ~ 
Deferred Income 19 83,805 74,962 . 
Deferred tax 20 1,417,290 1,625,089 
Consumer deposits 21 701,962 654,316 5 
4,281,323 4,655,397 
Total Liabilities 15,110,245 13,826,524 
Net Assets 4,683,345 5,152,348 
Share capital/contributed capital 22 112,466 112,466 B 
Accumulated surplus 4,570,879 5,039,882 
Total Net Assets 4,683,345 5,152,348 ~ 
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STATEMENT OF FINANCIAL PERFORMANCE 


as at 30 June 2021 


: ‘ 2020 
Figures in Rand thousand Note(s) 2021 Resiaisdé 
Revenue 
Revenue from exchange transactions 
Service charges 25 16,400,390 15,902,380 
Fees earned 35,089 22,787 
Rental income 616 602 
Reconnection fees 4,862 14,305 
Other income 26 341,824 362,557 
Interest income 27 76,825 41,939 
Total revenue from exchange transactions 16,859,606 16,344,570 
Revenue from non-exchange transactions 
Transfer revenue 
Government grants & subsidies 28 118,062 264,298 
Total revenue 16,977,668 16,608,868 
Expenditure 
Employee-related costs 29 (1,296,688) (1,265,014) 
Administration 30 (103,618) (104,017) 
Depreciation and amortisation 31 (586,937) (589,517) 
Impairments 32 (121,831) - 
Finance costs 33 (523,890) (574,478) 
Lease rentals on operating lease (688,502) (689,973) 
Debt Impairment 34 (792,538) (453,655) 
Bulk purchases 35 (12,133,490) (11,523,086) 
General expenses 36 (1,406,978) (1,557,142) 
Total expenditure (17,654,472) (16,756,882) 
Deficit before taxation (676,804) (148,014) 
Taxation 37 207,799 97,131 
Deficit for the year (469,005) (50,883) 
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STATEMENT OF CHANGES IN NET ASSETS 


as at 30 June 2021 


City Power 


Johannesburg 


Figures in Rand thousand alan oe Accumulated Total net 

contributed capital surplus assets 
Opening balance as previously reported 112,466 5,223,642 5,336,108 
Adjustments: Correction of errors - (132,877) (132,877) 
Restated* balance at 01 July 2019 112,466 5,090,765 5,203,231 
Changes in net assets Surplus/(Deficit) for the year - (50,883) (50,883) 
Total changes - (50,883) (50,883) 
Restated* balance at 01 July 2020 112,466 5,039,884 5,152,350 
Changes in net assets Surplus/(Deficit) for the year - (469,005) (469,005) 
Total changes - (469,005) (469,005) 
Balance at 30 June 2021 112,466 4 570,879 4,683,345 
Note(s) 22 & 47 
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STATEMENT OF FINANCIAL POSITION 


COMPARISON 


CASH FLOW STATEMENT 


as at 30 June 2021 


BUDGET VS ACTUAL 
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a world class african city Johannesburg 


ACCOUNTING POLICIES 


for the year ended 30 June 2021 


1. Presentation of Annual Financial Statements 


The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act (Act 56 of 2003). 


These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention as the basis of measurement, unless specified otherwise. 


1.1. Presentation Currency 


These annual financial statements are presented in South African Rand, which is the functional currency of the Entity. All figures 
are rounded to the nearest thousand Rand. 


1.2. Significant Judgements and Sources of Estimation Uncertainty 


In preparing the annual financial statements, Management is required to make estimates and assumptions that affect the amounts 
represented in the annual financial statements and related disclosures. Use of available information and the application of 
judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates which may be 
material to the annual financial statements. Significant judgements include: 


Valuation of Loans and Receivables 


The Entity measures loans and receivables at amortised cost. The Entity assesses its loans and receivables for impairment 
at each reporting date. In determining whether an impairment loss should be recorded in surplus or deficit, the Entity makes 
judgements as to whether there is observable data indicating a measurable decrease in the estimated future cash flows from a 
financial asset. 


The allowance for impairment is measured as the difference between the asset’s carrying amount and the present value of 
estimated future cash flow discounted at the effective interest rate computed at initial recognition. 


Impairment Testing of Non-Financial Assets 


The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value- 
in-use calculations and fair values less costs to sell. These calculations require the use of estimates and assumptions. It is 
reasonably possible that the assumption may change which may then impact Management's estimations and may then require a 
material adjustment to the carrying value of tangible assets. 


The Entity reviews and tests the carrying value of cash-generating units and individual assets when events or changes in 
circumstances suggest that the carrying amount may not be recoverable. Assets are grouped at the lowest level for which 
identifiable cash flows are largely independent of cash flows of other assets and liabilities. If there are indications that impairment 
may have occurred, estimates are prepared of expected future cash flows for each group of assets. Expected future cash flows 
used to determine the value in use of tangible assets are inherently uncertain and could materially change over time. They are 
significantly affected by a number of factors including economic factors. 


Management used fair value less cost to sell to determine the recoverable amount of intangible assets with an indefinite useful life 
and identifying assets that may have been impaired. 


Provisions 


Provisions were raised and Management determined estimates based on the information available. Additional disclosure of these 
estimates of provisions are included in note 16 - Provisions. 
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Provisions are measured at Management's best estimate of the expenditure required to settle the obligation at the reporting date, 
and are discounted to present value where the effect is material. 


Debtors with credit balances 


City of Johannesburg (Cod) invoices clients for the following revenue components: electricity on behalf of City Power, water 
on behalf of Joburg Water, refuse on behalf of Pikitup and rates and taxes on behalf of CoJ Core Administration. Revenue and 
corresponding debtor is allocated to each municipal entity based on the actual consumption/billing. 


With regards to credit balances in consumer debtors, CoJ allocates credit balances applicable to each entity using the billing trend, 
allocation takes into account that credit balances are typically utilised through consumption of services to be provided by CoJ in 
the future. Management have applied judgement in determining the allocation basis, this is consistent with prior financial years. 


Post-Retirement Benefits 


The present value of the post-retirement obligation is based on a number of factors that are determined on an actuarial basis using 
a number of assumptions. The assumptions used in determining the net liability include the discount rate. Any changes in these 
assumptions will impact on the carrying amount of post-retirement obligations. 


The Entity determines the appropriate discount rate at the end of each year. This is the interest rate that should be used to determine 
the present value of estimated future cash outflows expected to be required to settle the pension obligations. In determining the 
appropriate discount rate, the Entity considers the interest rates of high-quality corporate bonds that are denominated in the 
currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the related pension liability. 


Effective Interest Rate 


The Entity used the City of Johannesburg Metropolitan Municipality borrowing market rate as a basis for discounting financial 
instruments. 


Taxation 


Judgement is required in determining the provision for income taxes due to the complexity of legislation. There are many 
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of business. The 
Entity recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be due. Where the 
final tax outcome of these matters is different from the amounts that were initially recorded, such differences will impact the income 
tax and deferred tax provisions in the period in which such determination is made. 


The Entity recognises the net future tax benefit related to deferred income tax assets to the extent that it is probable that the 
deductible temporary differences will reverse in the foreseeable future. Assessing the recoverability of deferred income tax assets 
requires the Entity to make significant estimates related to expectations of future taxable income. Estimates of future taxable 
income are based on forecast cash flows from operations and the application of existing tax laws.To the extent that future cash 
flows and taxable income differ significantly from estimates, the ability of the Entity to realise the net deferred tax assets recorded 
at the end of the reporting period could be impacted. 


1.3. Property, Plant and Equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 


« itis probable that future economic benefits or service potential associated with the item will flow to the Entity; and 
« the cost of the item can be measured reliably. 
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Property, plant and equipment is initially measured at cost. 


The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by Management. Trade discounts and 
rebates are deducted in arriving at the cost. 


Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 


Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the acquired 
item’s fair value was not determinable, its deemed cost is the carrying amount of the asset(s) given up. 


When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 


Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred subsequently 
to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of property, plant and 
equipment, the carrying amount of the replaced part is derecognised. 


The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also included in 
the cost of property, plant and equipment, where the Entity is obligated to incur such expenditure, and where the obligation arises 
as a result of acquiring the asset or using it for purposes other than the production of inventories. 


The carrying amount of the work in progress is recognised in the various asset classes of property, plant and equipment. 


Items such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of property, 
plant and equipment. 


Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 


inspection costs from the previous inspection are derecognised. 


The useful lives of items of property, plant and equipment have been assessed as follows: 


ITEM DEPRECIATION METHOD AVERAGE USEFUL LIFE 
Land Straight line Infinite 
Buildings Straight line 40 - 60 years 
Leasehold property Straight line 6 years 
Plant and machinery Straight line 

* Transformers 55 years 
* Transmission cables 61 - 85 Years 
¢ Mini-substation 55 years 
Furniture and fixtures Straight line 6 - 20 years 
Motor vehicles Straight line 3 - 5 years 
IT equipment Straight line 3 - 9 years 
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The depreciable amount of an asset is allocated on a systematic basis over its useful life. 
Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 


The depreciation method used reflects the pattern in which the asset’s future economic benefits or service potential are expected 
to be consumed by the Entity. The depreciation method applied to an asset is reviewed at least at each reporting date and, if 
there has been a significant change in the expected pattern of consumption of the future economic benefits or service potential 
embodied in the asset, the method is changed to reflect the changed pattern. Such a change is accounted for as a change in an 
accounting estimate. 


The Entity assesses at each reporting date whether there is any indication that the Entity expectations about the residual value 
and the useful life of an asset have changed since the preceding reporting date. If any such indication exists, the Entity revises 
the expected useful life and/or residual value accordingly. The change is accounted for as a change in an accounting estimate. 


The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of another 
asset. 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 


The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is determined 
as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 


Assets which the Entity holds for rentals to others and subsequently routinely sell as part of the ordinary course of activities, 
are transferred to inventories when the rentals end and the assets are available-for-sale. Proceeds from sales of these assets 
are recognised as revenue. All cash flows on these assets are included in cash flows from operating activities in the cash flow 
statement. 


The Entity separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the financial 
statements (see note 36). 


The Entity discloses relevant information relating to assets under construction or development, in the notes to the financial 
statements (see note 10). 


1.4. Intangible Assets 


An asset is identifiable if it either: 

* is separable, i.e. is capable of being separated or divided from an Entity and sold, transferred, licensed, rented or exchanged, either 
individually or together with a related contract, identifiable assets or liability, regardless of whether the Entity intends to do so; or 

* arises from binding arrangements (including rights from contracts), regardless of whether those rights are transferable or separable 
from the Entity or from other rights and obligations. 


An intangible asset is recognised when: 
* it is probable that the expected future economic benefits or service potential that are attributable to the asset will flow to the Entity; 
and 


* the cost or fair value of the asset can be measured reliably. 


The Entity assesses the probability of expected future economic benefits or service potential using reasonable and supportable 
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assumptions that represent Management's best estimate of the set of economic conditions that will exist over the useful life of the asset. 
Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 


Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred. An 
intangible asset arising from development (or from the development phase of an internal project) is recognised when: 

¢ it is technically feasible to complete the asset so that it will be available for use or sale. 

e there is an intention to complete and use or sell it. 

e there is an ability to use or sell it. 

* — it will generate probable future economic benefits or service potential. 

¢ there are available technical, financial and other resources to complete the development and to use or sell the asset. 

* the expenditure attributable to the asset during its development can be measured reliably. 


Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable limit 
to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not provided for 
these intangible assets, but they are tested for impairment annually and whenever there is an indication that the asset may be 
impaired. For all other intangible assets amortisation is provided on a straight-line basis over their useful life. 


The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 


Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that the asset 
may be impaired. As a result, the asset is tested for impairment and the remaining carrying amount is amortised over its useful life. 


Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intangible assets. 


Internally generated goodwill is not recognised as an intangible asset. 


Amortisation is provided to write down the intangible assets, on a straight-line basis, to their residual values as follows: 


ITEM DEPRECIATION METHOD AVERAGE USEFUL LIFE 
Additional capacity rights Straight line Infinite 
Computer software Straight line 3 -9 years 


The Entity discloses relevant information relating to assets under construction or development, in the notes to the financial 
statements (see note 11). 


Intangible assets are derecognised: 
* on disposal; or 
* when no future economic benefits or service potential are expected from its use. 


1.5. Financial Instruments 
Classification 
The Entity classifies financial assets and financial liabilities into the following categories: 


¢ Financial assets at amortised cost 
¢ Financial liabilities measured at amortised cost 
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Classification depends on the purpose for which the financial instruments were obtained/incurred and takes place at initial 
recognition. 


Initial Recognition and Measurement 
Financial instruments are recognised initially when the Entity becomes a party to the contractual provisions of the instruments. 


The Entity classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial liability 
or an equity instrument in accordance with the substance of the contractual arrangement. 


Financial instruments are measured at fair value at initial recognition. The Entity recognises financial assets using trade date 
accounting. 


Financial assets at amortised costs are subsequently measured at amortised cost, using the effective interest method, less 
accumulated impairment losses. 


Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest method. 


Gains and Losses 


A gain or loss arising from a change in the amortised cost of a financial asset or financial liability measured at amortised cost is 
recognised in surplus or deficit. 


Impairment of Financial Assets 


At each end of the reporting period the Entity assesses all financial assets to determine whether there is objective evidence that 
a financial asset (or group of financial assets) has been impaired. 


For amounts due to the Entity, significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy and 
default of payments are all considered indicators of impairment. 


Impairment losses are recognised in surplus or deficit in the statement of financial performance. 


Impairment losses are reversed when an increase in the financial asset’s recoverable amount can be related objectively to an 
event occurring after the impairment was recognised, subject to the restriction that the carrying amount of the financial asset at 
the date that the impairment is reversed shall not exceed what the carrying amount would have been had the impairment not been 
recognised. 


Financial assets are impaired through use of an allowance account, the amount of the loss is recognised in surplus or deficit within 
operating expenses. When such assets are written off, the write off is made against the relevant allowance account. Subsequent . 
recoveries of amounts previously written off are credited against operating expenses. 


Cash and Cash Equivalents 


Cash and cash equivalents comprise cash on hand, demand deposits and other short-term highly liquid investments that are 
readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These are initially 
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measured at fair value, and are subsequently measured at amortised cost, using the effective interest rate method. 
Derecognition 


Financial Assets 


The Entity derecognises a financial asset only when: 

* the contractual rights to the cash flows from the financial asset expire, are settled or waived; 

¢ the Entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; or 

« the Entity, despite having retained some significant risks and rewards of ownership of the financial asset, has transferred 
control of the asset to another party and the other party has the practical ability to sell the asset in its entirety to an unrelated 
third party, and is able to exercise that ability unilaterally and without needing to impose additional restrictions on the transfer. 
In this case, the Entity: 
- derecognise the asset; and 
- recognise separately any rights and obligations created or retained in the transfer. 


The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred on 
the basis of their amortised cost at the transfer date. Newly created rights and obligations are measured at their amortised cost 
at that date. Any difference between the consideration received and the amounts recognised and derecognised is recognised in 
surplus or deficit in the period of the transfer. 


On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the consideration 
received is recognised in surplus or deficit. 


Financial Liabilities 


The Entity removes a financial liability (or a part of a financial liability) from its statement of financial position when it is extinguished 
— i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived. 


The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to 
another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in 
surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a non-exchange transaction are 


accounted for in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and Transfers). 


Statutory receivables are receivables that arise from legislation, supporting regulations, or similar means, and require settlement 
by another entity in cash or another financial asset. 


Carrying amount is the amount at which an asset is recognised in the statement of financial position. 

The cost method is the method used to account for statutory receivables that requires such receivables to be measured at their 
transaction amount, plus any accrued interest or other charges (where applicable) and, less any accumulated impairment losses 
and any amounts derecognised. 


Nominal interest rate is the interest rate and/or basis specified in legislation, supporting regulations or similar means. 


The transaction amount (for purposes of this Standard) for a statutory receivable means the amount specified in, or calculated, 
levied or charged in accordance with, legislation, supporting regulations, or similar means. 
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1.6. Tax 


Current Tax Assets and Liabilities 


Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid in respect of 
current and prior periods exceeds the amount due for those periods, the excess is recognised as an asset. 


Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to (recovered 
from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively enacted by the end of the 
reporting period. 


Deferred Tax Assets and Liabilities 


A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax liability arises 
from the initial recognition of an asset or liability in a transaction which at the time of the transaction, affects neither accounting 
surplus nor taxable profit (tax loss). 


A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that taxable surplus 
will be available against which the deductible temporary difference can be utilised. A deferred tax asset is not recognised when 
it arises from the initial recognition of an asset or liability in a transaction at the time of the transaction, affects neither accounting 
surplus nor taxable profit (tax loss). 


A deferred tax asset is recognised for the carry forward of unused tax losses to the extent that it is probable that future taxable 
surplus will be available against which the unused tax losses can be utilised. 


Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realised 
or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end of the 


reporting period. 


Current tax and deferred taxes are recognised in net assets if the tax relates to items that are credited or recognised, in the same 
or a different period, to net assets. 


1.7. Leases 


A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 


When a lease includes both land and buildings elements, the Entity assesses the classification of each element separately. 


Finance Leases - Lessee 

Finance leases are recognised in the statement of financial position at amounts equal to the fair value of the leased property or, if 
lower, the present value of the minimum lease payments. The corresponding liability to the lessor is included in the statement of 
financial position as a finance lease obligation. 


The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease. 


Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 


charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance of © 


the liability. 
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Any contingent rents are expensed in the period in which they are incurred. 
The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at inception 
date of whether the fulfillment of the arrangement is dependent on the use of a specific asset or assets or the right to use the asset. 


Finance leased assets are depreciated over the useful life of the asset. 


Operating Leases - Lessee 


Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between the 
amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 


The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis 
over the lease term. 


Any contingent rent is recognised separately as an expense when paid or payable and is not straight-lined over the lease term. 
1.8. Inventories 


Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their 
costs are their fair value as at the date of acquisition. 


Subsequently, inventories are measured at the lower of cost and net realisable value or current replacement value. Inventories are 
measured at the lower of cost and current replacement cost where they are held for: 

* distribution at no charge or for a nominal charge; or 

* consumption in the production process of goods to be distributed at no charge or for a nominal charge. 


Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion and 
the estimated costs necessary to make the sale, exchange or distribution. 


Current replacement cost is the cost the Entity incurs to acquire the asset on the reporting date. 


The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the inventories 
to their present location and condition. 


The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for specific 
projects is assigned using specific identification of the individual costs. 


The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all inventories 
having a similar nature and use to the Entity. 


When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories are recognised as an expense in the period the write- 
down or loss occurs. The amount of any reversal of any write-down of inventories, arising from an increase in net realisable value 
or current replacement cost, are recognised as a reduction in the amount of inventories recognised as an expense in the period 
in which the reversal occurs. 


1.9. Impairment of Cash-Generating Assets 


Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that 
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positive cash flows are expected to be significantly higher than the cost of the asset. 
Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition of 
the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 


Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 


A cash-generating unit is the smallest identifiable group of assets used with the objective of generating a commercial return that 
generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or groups of assets. 


Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 


Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 


Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between knowledgeable, 
willing parties, less the costs of disposal. 


Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 


Useful life is either: 
¢ the period of time over which an asset is expected to be used by the Entity; or 
« the number of production or similar units expected to be obtained from the asset by the Entity. 


Identification 


The Entity assesses at each reporting date whether there is any indication that an asset or cash-generating unit may be impaired. 
If any such indication exists, the Entity estimates the recoverable amount of the asset. 


The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in use. 
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 
Value-in-Use 


Value-in-use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the 
continuing use of an asset and from its disposal at the end of its useful life. 


When estimating the value in use of an asset, the Entity estimates the future cash inflows and outflows to be derived from 
continuing use of the asset and from its ultimate disposal and the Entity applies the appropriate discount rate to those future cash 


flows. 


Discount Rate 


The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the current 
risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have not been adjusted. 


Recognition and Measurement (Individual Asset) 


If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is reduced 
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to its recoverable amount. This reduction is an impairment loss. 
An impairment loss is recognised immediately in surplus or deficit. 


After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in 
future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 


Cash-Generating Units 


If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not 
possible to estimate the recoverable amount of the individual asset, the Entity determines the recoverable amount of the cash- 
generating unit to which the asset belongs (the asset’s cash-generating unit). 


If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified as 

a cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or cash- 

generating unit are affected by internal transfer pricing, the Entity uses Management's best estimate of future price(s) that could 

be achieved in arm’s length transactions in estimating: 

* the future cash inflows used to determine the asset’s or cash-generating unit’s value in use; and 

¢ the future cash outflows used to determine the value in use of any other assets or cash-generating units that are affected by 
the internal transfer pricing. 


The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable amount of the 
cash-generating unit is determined. 


An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrying amount 
of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating asset of the unit on a pro rata basis, 
based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated as impairment losses 
on individual assets. 


In allocating an impairment loss, the Entity does not reduce the carrying amount of an asset below the highest of: 
* its fair value less costs to sell (if determinable); 

* its value in use (if determinable); and 

* zero. 


The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other cash- 
generating assets of the unit. 


Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that non-cash- 
generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable amount of 
the cash-generating unit. 


Reversal of Impairment Loss 


The Entity assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods 
for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the Entity estimates the 
recoverable amount of that asset. 


An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the estimates 
used to determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying amount of the 
asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased carrying amount of 
an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would have been determined 
(net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior periods. 
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A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 


After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 


A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with the 
carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for individual 
assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service potential to a 
cash-generating unit. 


In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above 

the lower of: 

* its recoverable amount (if determinable); and 

* the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss been 
recognised for the asset in prior periods. 


The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to 
the other assets of the unit. 


Redesignation 


The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating asset to 
a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate. 


1.10. Prior Year Errors 


When the presentation or classification of items in the financial statements is amended, prior period comparative amounts are 
reclassified. The nature and reason for the reclassification is disclosed. 


Where accounting errors have been identified in the current financial year the correction is made retrospectively as far as it 
is practical and the prior year comparatives are restated accordingly. Where there has been a change in accounting policy in 
the current year, the adjustment is made retrospectively as far as it is practical and the prior year comparatives are restated 
accordingly. 
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1.11. Employee Benefits 


Short-Term Employee Benefits 


Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve 
months after the end of the period in which the employees render the related service. 


Short-term employee benefits include items such as: 

* wages, Salaries and social security contributions; 

¢ short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the absences 
is due to be settled within twelve months after the end of the reporting period in which the employees render the related 
employee service; 

* bonus, incentive and performance related payments payable within twelve months after the end of the reporting period in 
which the employees render the related service; and 

* non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars and 
cellphones ) for current employees. 


When an employee has rendered service to the Entity during a reporting period, the Entity recognises the undiscounted amount 

of short-term employee benefits expected to be paid in exchange for that service: 

* as ailiability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the undiscounted 
amount of the benefits, the Entity recognise that excess as an asset (prepaid expense) to the extent that the prepayment will 
lead to, for example, a reduction in future payments or a cash refund; and 

* as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset. 


The expected cost of compensated absences is recognised as an expense as the employees render services that increase their 
entitlement or, in the case of non-accumulating absences, when the absence occurs. 


The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or constructive 
obligation to make such payments as a result of past performance. 


Post-Employment Benefits: Defined Contribution Plans 
Payments to defined contribution retirement benefit plans are charged as an expense in the financial period in which they are due. 


Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution plans, 
where the Entity’s obligation under the schemes is equivalent to those arising in a defined contribution retirement benefit plan. 


Post-Employment Benefits: Defined Benefit Plans 


The cost of providing the benefits for defined benefit plans is determined using the projected credit method. Actuarial valuations 
are conducted on an annual basis by independent actuaries separately for each plan. 


Consideration is given to any event that could impact the funds up to end of the reporting period where the interim valuation is 
performed at an earlier date. 


In measuring its defined benefit liability the municipal entity recognises actuarial gains and losses in surplus or deficit in the 
reporting period in which they occur. 


In measuring its defined benefit liability the municipal entity recognises past service cost as an expense in the reporting period in 
which the plan is amended. 


Gains or losses on the curtailment or settlement of a defined benefit plan are recognised when the Entity is demonstrably 


committed to curtailment or settlement. 
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When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other respects, 
the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit plan is presented 
as the net of the amount recognised for a reimbursement. 


The amount recognised in the statement of financial position represents the present value of the defined benefit obligation, and 
reduced by the fair value of plan assets. Any asset is limited to the present value of available refunds and reduction in future 
contributions to the plan. 


Actuarial Assumptions 


Actuarial assumptions are unbiased and mutually compatible. Financial assumptions are based on market expectations, at the 
reporting date, for the period over which the obligations are to be settled. 


The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of money. The 
currency and term of the financial instrument selected to reflect the time value of money is consistent with the currency and 
estimated term of the post-employment benefit obligations. 


Post-employment benefit obligations are measured on a basis that reflects: 


estimated future salary increases; 

the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those terms) at the 
reporting date; and 

estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit plan, if, and 
only if, either: 

those changes were enacted before the reporting date; or 

past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, for example, 
in line with future changes in general price levels or general salary levels. 


Assumptions about medical costs takes account of estimated future changes in the cost of medical services, resulting from both 
inflation and specific changes in medical costs. 


Other Post-Retirement Obligations 


The municipality provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to some retirees. 


The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement age and 
the completion of a minimum service period. The expected costs of these benefits are accrued over the period of employment. 
Independent qualified actuaries carry out valuations of these obligations. The municipality also provides a gratuity and housing 
subsidy on retirement to certain employees. An annual charge to income is made to cover both these liabilities. 


The amount recognised as a liability for other long-term employee benefits is the net total of the following amounts: 8 


the present value of the defined benefit obligation at the reporting date; 
minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly. 


The Entity shall recognise the net total of the following amounts as expense or revenue, except to the extent that another Standard 
requires or permits their inclusion in the cost of an asset: 


current service cost; 

interest cost; 

the expected return on any plan assets and on any reimbursement right recognised as an asset; 
actuarial gains and losses, which shall all be recognised immediately; | 
past service cost, which shall all be recognised immediately; and 
the effect of any curtailments or settlements. 
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1.12. Provisions and Contingencies 


Provisions are recognised when: 

e the Entity has a present obligation as a result of a past event; 

¢ it is probable that an outflow of resources embodying economic benefits or service potential will be required to settle the 
obligation; and 

* areliable estimate can be made of the obligation. 


The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 


Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the reimbursement 
is recognised when, and only when, it is virtually certain that reimbursement will be received if the Entity settles the obligation. 
The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does not exceed the amount 
of the provision. 


Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the 
obligation. 


A provision is used only for expenditures for which the provision was originally recognised. Provisions are not recognised for future 
operating surplus (surplus (deficit). 


If an Entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and measured 
as a provision. 


Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 41. 
1.13. Capital Commitments 


Items are classified as commitments when an entity has committed itself to future transactions that will normally result in the 
outflow of resources. 


Capital commitments are not recognised in the statement of financial position as a liability but are included in the disclosure note 

in the following cases: 

¢ Approved and contracted commitments, where the expenditure has been approved and the contract has been awarded at the 
reporting date, where disclosure is required by a specific standard of GRAP. 

* Approved but not yet contracted commitments, where expenditure has been approved and the contract is yet to be awarded 
or is awaiting finalisation at the reporting date. 

* Contracts that are entered into before the reporting date, but goods and services have not yet been received are disclosed in 
the disclosure notes to the financial statements. 


1.14. Revenue from Exchange Transactions 


An exchange transaction is one in which the Entity receives assets or services, or has liabilities extinguished, and directly gives 
approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange. 


Measurement 


Revenue is measured at cost of the consideration received or receivable, net of trade discounts and volume rebates. 
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Sale of Goods 


Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

« the Entity has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

* the Entity retains neither continuing managerial involvement to the degree usually associated with ownership nor effective 
control over the goods sold; 

¢ the amount of revenue can be measured reliably; 

« the costs incurred or to be incurred in respect of the transaction can be measured reliably. 


Rendering of Services 


When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with the 
transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome of a 
transaction can be estimated reliably when all the following conditions are satisfied: 

* the amount of revenue can be measured reliably; 

* the stage of completion of the transaction at the reporting date can be measured reliably; and 

« the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 


When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight-line basis over the specified time frame unless there is evidence that some other method better represents the stage of 
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 


When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised only 
to the extent of the expenses recognised that are recoverable. 


Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of completion 
is determined by services performed to date as a percentage of total services to be performed. 


Revenue Estimation 


Consumers are invoiced based on estimates of consumption where no meter reading has taken place during the billing period. 
These invoices are best estimates based on historical customer’s average consumption and enable revenue to be measured 
reliably. On an annual basis the actual consumption is compared to the estimated consumption in order to provide additional 
assurance that significant adjustments are not required to reverse excessive estimates. In the event that significant adjustments 
are identified, these adjustments are treated as changes in estimates in terms of GRAP 3 and are recognised in surplus or deficit 
in the period of the change. 


Interest 
Interest is recognised on a time proportion basis using the effective interest. 
1.15. Revenue from Non-Exchange Transactions 


Revenue comprises gross inflows of economic benefits or service potential received and receivable by an entity, which represents 
an increase in net assets, other than increases relating to contributions from owners. 


Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied in the 


asset is required to be consumed by the recipient as specified or future economic benefits or service potential must be returned» 


to the transferor. 
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Control of an asset arise when the Entity can use or otherwise benefit from the asset in pursuit of its objectives and can exclude 
or otherwise regulate the access of others to that benefit. 


Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in exchange. 


Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not they pay taxes. 


Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. 


Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, an entity either 
receives value from another entity without directly giving approximately equal value in exchange, or gives value to another entity 
without directly receiving approximately equal value in exchange. 


Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used, 
but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed as 
specified. 


Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a transferred 
asset by entities external to the reporting entity. 


Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with concessions that are not available 
to others. 


The taxable event is the event that the Government, legislature or other authority has determined will be subject to taxation. 


Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or regulations, 
established to provide revenue to Government. Taxes do not include fines or other penalties imposed for breaches of the law. 


Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes. 


Gifts and donations, including goods in kind, are recognised as assets and revenue when it is probable that the future economic 
benefits or service potential will flow to the Entity and the fair value of the assets can be measured reliably. 


1.16. Research and Development Expenditure 


Expenditure on research is recognised as an expense when it is incurred. An asset arising from development is recognised when: 
¢ it is technically feasible to complete the asset so that it will be available for use or sale. 

e there is an intention to complete and use or sell it. 

e there is an ability to use or sell it. 

¢ — it will generate probable future economic benefits or service potential. 

¢ there are available technical, financial and other resources to complete the development and to use or sell the asset. 

e the expenditure attributable to the asset during its development can be measured reliably. 
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1.17. Unauthorised Expenditure 

Unauthorised expenditure means: 

* overspending of a vote or a main division within a vote; and 

* expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with the purpose 
of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in the 


year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and where 
recovered, it is subsequently accounted for as revenue in the statement of financial performance. 


1.18. Fruitless and Wasteful Expenditure 


Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 


All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial performance 
in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.19. Budget Information 

A reconciliation between the statement of financial performance and the budget must be disclosed in the annual financial 
statements as determined by National Treasury. The annual financial statements and the budget are reported on the accrual basis 


of accounting. 


The approved budget has been revised through an adjustment budget in line with the stipulation of section 28 of the MFMA. The 
adjustment budget takes into account the change in trading conditions and the performance of the business. 


The approved budget covers the fiscal period from 1 July 2020 to 30 June 2021. 
1.20. Related Parties 


A related party is a person or an entity with the ability to control or jointly control the other party, or exercise significant influence 
over the other party, or vice versa, or an entity that is subject to common control, or joint control. 


Control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities. 


Joint control is the agreed sharing of control over an activity by a binding arrangement, and exists only when the strategic financial 
and operating decisions relating to the activity require the unanimous consent of the parties sharing control (the ventures). 


Related party transaction is a transfer of resources, services or obligations between the reporting entity and a related party, « 
regardless of whether a price is charged. 


Significant influence is the power to participate in the financial and operating policy decisions of an entity, but is not control over 
those policies. 


Management are those persons responsible for planning, directing and controlling the activities of the entity, including those 
charged with the governance of the entity in accordance with legislation, in instances where they are required to perform such B 


functions. 
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Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, Management in their dealings with the Entity. 


The Entity is exempt from disclosure requirements in relation to related party transactions if that transaction occurs within normal 
supplier and/or client/recipient relationships on terms and conditions no more or less favourable than those which it is reasonable 
to expect the Entity to have adopted if dealing with that individual entity or person in the same circumstances and terms and 
conditions are within the normal operating parameters established by that reporting entity’s legal mandate. 


Where the Entity is exempt from the disclosures in accordance with the above, the Entity discloses narrative information about the 
nature of the transactions and the related outstanding balances, to enable users of the Entity’s financial statements to understand 
the effect of related party transactions on its annual financial statements. 


1.21. Events After Reporting Date 


Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the 
date when the financial statements are authorised for issue. Two types of events can be identified: 

¢ those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date); and 

* those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting date). 


The entity will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date once 
the event occurred. 


The Entity will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate cannot be 
made in respect of all material non-adjusting events, where non-disclosure could influence the economic decisions of users taken 
on the basis of the financial statements. 


1.22. Bulk Purchases 


Bulk purchases represent the cost of electricity purchased for onwards selling to consumers and to power streetlights within the 
City of Johannesburg. The expense is recognised in relation to the income earned. 


Expenses are measured reliably at the amortised cost of the consideration payable, exclusive of value added tax. 


1.23. Share Capital 


The entire shareholding of the Entity is held by the City of Johannesburg Metropolitan Municipality. Unissued ordinary shares are 
under the control of the City of Johannesburg Metropolitan Municipality. 


1.24. Going Concern 

The financial statement have been prepared on the basis of accounting policies applicable to a going concern. This basis presumes 
that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities, contingent 
obligations and commitments will occur in the ordinary course of business. 


1.25. Value Added Tax 


VAT is an indirect tax based on the consumption in the economy. Vendors act as the agent of the Government in collecting the 
VAT charged on taxable transactions. SARS is a Government agency which administers the VAT Act and ensures that the tax is 
collected and that the tax law is properly enforced. 


CITY POWER INTEGRATED REPORT 2020/2021 


Johurs 


City Power 


a world class african city Johannesburg 


VAT is currently levied at the standard rate of 15% on most supplies and importations, but there is a limited range of goods and 
services which are either exempt, or which are subject to tax at the zero rate. The change in VAT rate from 14% to 15% effective 
from 1 April 2018 resulted in transactions prior to 1 April 2018 been levied with 14% VAT. 


The Entity registered with SARS for VAT on the payment basis, in accordance with sec 15(2)(a) of the Value Added Tax Act No. 
89 of 1991. 


1.26. Income Tax 


The Entity is liable for tax and is registered with SARS for income tax. Income tax expense is recognised in the statement of 
financial performance. 


1.27. Expenses — Administration Expenses, Repairs and Maintenance and General Expenses 
Expenses are measured reliably at amortised cost of the consideration payable, exclusive of value added tax. 

1.28. Accounting by Principals and Agents Identification 

Identification 


An agentis an entity that has been directed by another entity (a principal), through a binding arrangement, to undertake transactions 
with third parties on behalf of the principal and for the benefit of the principal. 


A principal is an entity that directs another entity (an agent), through a binding arrangement, to undertake transactions with third 
parties on its behalf and for its own benefit. 


A principal-agent arrangement results from a binding arrangement in which one entity (an agent), undertakes transactions with 
third parties on behalf, and for the benefit of, another entity (the principal). 


Identifying whether an entity is a principal or an agent 


When the Entity is party to a principal-agent arrangement, it assesses whether it is the principal or the agent in accounting for 
revenue, expenses, assets and/or liabilities that result from transactions with third parties undertaken in terms of the arrangement. 


The assessment of whether an entity is a principal or an agent requires the Entity to assess whether the transactions it undertakes 
with third parties are for the benefit of another entity or for its own benefit. 


Binding Arrangement 


The Entity assesses whether it is an agent or a principal by assessing the rights and obligations of the various parties established 
in the binding arrangement. Where the terms of a binding arrangement are modified, the parties to the arrangement re-assess 
whether they act as a principal or an agent. 


Assessing Which Entity Benefits From the Transactions With Third Parties 


When the Entity in a principal-agent arrangement concludes that it undertakes transactions with third parties for the benefit of 
another entity, then it is the agent. If the Entity concludes that it is not the agent, then it is the principal in the transactions. 


The Entity is an agent when, in relation to transactions with third parties, all three of the following criteria are present: 

* It does not have the power to determine the significant terms and conditions of the transaction. 

* It does not have the ability to use all, or substantially all, of the resources that result from the transaction for its own benefit. 
« It is not exposed to variability in the results of the transaction. 
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Where the Entity has been granted specific powers in terms of legislation to direct the terms and conditions of particular 
transactions, it is not required to consider the criteria of whether it does not have the power to determine the significant terms and 
conditions of the transaction, to conclude that is an agent. The Entity applies judgement in determining whether such powers exist 
and whether they are relevant in assessing whether the Entity is an agent. 


Recognition 


The Entity, as a principal, recognises revenue and expenses that arise from transactions with third parties in a principal-agent 
arrangement in accordance with the requirements of the relevant Standards of GRAP. 


The Entity, as an agent, recognises only that portion of the revenue and expenses it receives or incurs in executing the transactions 
on behalf of the principal in accordance with the requirements of the relevant Standards of GRAP. 


The Entity recognises assets and liabilities arising from principal-agent arrangements in accordance with the requirements of the 
relevant Standards of GRAP. 


1.29. Irregular Expenditure 


Irregular expenditure as defined in section 1 of the MFMA: 

* expenditure incurred by an entity or municipality entity in contravention of, or that is not in accordance with, a requirement of 
this Act, and which has not been condoned in terms od section 170; 

* expenditure incurred by a municipality or municipality entity in contravention of, or that is not in accordance with, a requirement 
of the municipality System Ac, and which has not been condoned in terms of this Act; 

* expenditure incurred by a municipality or municipality entity in contravention of, or that is not in accordance with, a requirement 
of the Public Office-Bearers Act, 1998 (Act No. 20 of 1998); or 


Expenditure incurred by a municipality or municipality entity in contravention of, or that is not in accordance with, a requirement 
of the supply chain management policy of the municipality or entity or any of the municipality’s by-law giving effect to such policy, 
and which has been condoned in terms of such policy or by-law but excludes expenditure by municipality which falls within the 
definition of “unauthorised expenditure”. 


Irregular expenditure that was incurred and identified during the current financial period and which was condoned before year end 
and/or before finalisation of financial statements must be recorded appropriately in the irregular expenditure register. In such an 
instance, the note to the financial statement must be updated to reflect this. 


Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the 
National Treasury of the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for the 
irregular expenditure can be attributed to a person, a debt account must be created if such person is liable in law. Immediate steps 
must be thereafter be taken to recover the amount from the person concerned. If recovery is not possible, write off of the amount 
must be considered. 


All expenditure relating to irregular expenditure is recognised as an expense in the statement of financial performance in the 
year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and where 


recovered, it is subsequently accounted for as revenue in the statement of financial performance. 


The disclosure figure indicating irregular expenditure is always calculated inclusive of VAT. 


CITY POWER } 280° INTEGRATED REPORT 2020/2021 


Johurs 


City Power 


a world class african city Johannesburg 


1.30. Segment Information 


A segment is an activity of an entity: 

« that generates economic benefits or service potential (including economic benefits or service potential relating to transactions 
between activities of the same entity); 

* whose results are regularly reviewed by Management to make decisions about resources to be allocated to that activity and 
in assessing its performance; and 

* for which separate financial information is available. 


Reportable segments are the actual segments which are reported on in the segment report. They are the segments identified 
above or alternatively an aggregation of two or more of those segments where the aggregation criteria are met. 
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Figures in Rand thousand 2021 2020 Figures in Rand thousand 2021 2020 
2. New Standards Not Yet Effective 4. Loans to (From) Shareholders (continued) 
The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice on a basis consistent with the prior year, at the date of authorisation of these annual financial statements, the following Loan liability balance Interest rate FY 2021 FY 2020 
Standards and Interpretations were in issue but not yet effective: Shareholder loans 17.5% 581,814 581,814 
; ; ; Midrand loan 14.5% 42,979 42,979 
GRAP 25 Employee Benefits - Effective date yet to be determine 
Le) 
GRAP 104 Financial Instruments - Effective date yet to be determined Capex loan 2012 10.9% ; 47,656 
Capex loan 2013 9.31% 60,842 116,296 
The new Standards have been reviewed by the Entity and are unlikely to have a material impact on the financial statements Capex loan 2014 9.65% 16,624 23,812 
when they become effective. Capex loan 2015 10.18% 383,501 487,525 
Capex loan 2016 9.88% 347,410 414,922 
‘ Cc | 2017 11.23% 158,917 181,369 
3. Inventories eer : 
Capex loan 2018 10.56% 5525 195,456 
Capex loan 2019 10.07% 352,649 385,726 
Consumable stores 107,304 150,720 Capex loan 2020 10.44% 154,915 167,649 
107,304 150,720 Capex loan 2021 7.73% 145,577 . 
Inventory (write-downs) (47,686) (61,894) Total loan liabilities : 2,420,753 2,645,204 
59,618 88,826 Less: Current liabilities (367,310) (370,027) 
Non-current liabilities 2,053,443 2,275,177 
Inventory amounting to R312,399,113 (2020: R359,771,947) was recognised as an expense in the statement of financial 
performance in the current financial period. Sweeping account 
inventory pledged aeseeurity Loans at beginning of the year (4,003,313) (2,881,517) 
Receipts (1,402,285) (1,121,796) 
No inventory was pledged as security during the year. Balance at end of year (5,405,598) (4,003,313) 
Capex Loans 
4. Loans to (From) Shareholders Loans at beginning of the year (2,020,411) (2,249,714) 
Receipts (146,660) (171,649) 
Repayments 371,110 400,952 
City of Johannesburg Metropolitan Municipality - Capex loans (1,795,961) (2,020,411) 
Balance at end of the year (1,795,961) (2,020,411) 
Sweeping account (5,405,599) (4,003,314) 
City of Johannesburg Metropolitan Municipality - Shareholder loans (624,793) (624,793) 
(7,826,353) (6,648,518) 
Non-current liabilities (2,053,443) (2,275,177) 
Current liabilities (5,772,910) (4,373,341) 
(7,826,353) (6,648,518) 
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for the year ended 30 June 2021 


4. Loans to (From) Shareholders (continued) 5. Receivables From Exchange Transactions (continued) 
Shareholder Loans movement for the year Trade and other receivables past due but not impaired 
Loans at beginning of the year (624,793) (624,793) 
: Trade and other receivables which are less than 3 months past due are not considered to be impaired. At 30 June 2021, 
Receipts (109,616) (109,616) R16,174,000 (2020: R9,890,000) were past due but not impaired. 
Repayments 109,616 109,616 
Balance at end of the year (624,793) (624,793) The ageing of amounts past due but not impaired is as follows: 


Non-current liabilities 2 months past due - - 


Capex loans (1,428,649) (1,650,384) 3 months past due 16,174 9,890 
Shareholder's loans (624,793) (624,793) 
(2,053,442) (2,275,177) 6. Receivables From Non-Exchange Transactions 
Current liabilities Related party receivables 194,979 330,377 
Capex Loans (367,310) (370,027) 
Sweeping account (5,405,598) (4,003,314) Debtors age analysis 
(5,772,908) (4,373,341) Current (0 - 30 days) 98,746 243,592 
31 - 60 days - - 
61 - 90 days - - 
5. Receivables From Exchange Transactions 91 - 120 days - - 
121 - 365 days 9,447 - 
Prepayments 2,265 - > 365 days 86,786 86,785 
Deposits 68 68 194,979 330,377 
Sundry receivables 34,890 35,951 
Related party receivables 811,557 624,808 Receivables From Non-Exchange Transactions Past Due but Not Impaired 
848,780 660,827 
Debtors age analysis Other receivables from non-exchange transactions which are less than 3 months past due are not considered to be impaired. 
Current (0 - 30 days) 817 037 650 937 At 30 June 2021, R96,232,000 (2020: R86,785,000) were past due but not impaired. 
31 - 60 days 22 - The ageing of amounts past due but not impaired is as follows: 
61 - 90 days 15 546 - 
91 - 120 days . 7 2 months past due : - 
121 - 365 days 12 979 9 855 3 months past due 96,232 86,785 
> 365 days 3 196 35 
848 780 660 827 : 7 
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Figures in Rand thousand 2021 2020 Figures in Rand thousand 2021 2020 
7. Consumer Debtors 7. Consumer Debtors (continued) 
Gross balances Industrial/commercial 
Electricity 7,272,823 6,446,068 Current (0 -30 days) 1,337,339 1,180,379 
31 - 60 days 222,427 268,986 
Less: Allowance for impairment 61 - 90 days 209,606 199,037 
Electricity (5,085,600) (4,507,377) 91 - 120 days 489,185 184,125 
121 - 365 days 764,017 706,082 
Net balance > 365 days 1,808,340 1,242,906 
Electricity 2,187,223 1,938,691 4,830,914 3,781,515 
Less: Allowance for impairment (3,460,977) (2,502,170) 
Electricity 1,369,937 1,279,345 
Current (0 -30 days) 1,800,962 1,421,412 
31 - 60 days 183,983 176,717 National and provincial Government 
61 - 90 days 53,581 58,694 Current (0 -30 days) 29,209 828 
91 - 120 days 67,473 47,386 31 - 60 days 11,008 - 
121 - 365 days 41,928 141,582 61 - 90 days 8,731 - 
> 365 days 39,296 92,900 91 - 120 days 30,665 ‘ 
2,187,223 1,938,691 121 - 365 days 15,379 6 
> 365 days 52,787 3,965 
Summary of Debtors by Customer Classification oun aeee 
Less: Allowance for impairment - - 
Consumers 147,779 4,800 
Current (0 -30 days) 658,154 708,962 
31 - 60 days 93,327 116,948 Total 
61 - 90 days 70,728 84,035 Current (0 -30 days) 2,024,702 1,648,051 
91 - 120 days 157,415 111,395 31 - 60 days 326,761 385,933 
121 - 365 days 351,336 595,461 ec s eee ee aac 
> 365 days 963,169 1,285,071 91 - 120 days 677,265 295,526 
2,294,129 2,901,872 121 - 365 days loOmo2 1,305,508 
Less: Allowance for impairment (1,624,623) (2,005,209) > 365 days 2,824,297 2,527,977 
669,506 896,663 7,272,823 6,446,068 
Less: Allowance for impairment (5,085,600) (4,507,377) 
2,187,223 1,938,691 
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Figures in Rand thousand 2021 2020 Figures in Rand thousand 2021 2020 
7. Consumer Debtors (continued) 8. Value Added Tax Receivable 
Ageing of the allowance for impairment All VAT returns were submitted timeously during the current financial year in terms of the Value Added Tax Act. 
Current (0 -30 days) (223,739) (226,639) 
31 - 60 days (142,778) (209,216) Value Added Tax - 18,661 
61 - 90 days (235,485) (224,379) 
91 - 120 days (609,792) (248,139) 9. Cash and Cash Equivalents 
121 - 365 days (1,088,804) (1,163,926) 
> 365 days (2,785,002) (2,435,078) Cash and cash equivalents consist of: 

(5,085,600) (4,507,377) 

Cash on hand 30 30 

Reconciliation of allowance for impairment Bank balances 567.430 265.207 
Balance at beginning of the year (4 507 377) (2 427 711) 567,460 265,237 
Contributions to allowance (911 418) (522 438) 
Debt impairment written off against allowance 340 042 - Cash is reflected at the carrying value which approximates fair value. There is minimal credit risk attached to the instrument. 
Reversal of allowance (6 847) (1 557 228) 

(5 085 600) (4.507 377) The municipal entity has a sweeping arrangement with the City of Johannesburg Metropolitan Municipality whereby all cash 


The provision of impairment in the statement of comprehensive income is disclosed exclusive of VAT. 


Credit Quality of Consumer Debtors 


The credit quality of consumer debtors that are neither past nor due nor impaired can be assessed by reference to external 
credit ratings (if available) or to historical information about counterparty default rates: 


Consumer Debtors Past Due but Not Impaired 


Consumer debtors which are less than 3 months past due are not considered to be impaired. At 30 June 2021, R386,260,000 
(2020: R517,281,000) were past due but not impaired. 


The ageing of amounts past due but not impaired is as follows: 


1 month past due 183,983 176,717 
2 months past due 53,581 58,693 
3 months past due 148,696 281,871 


Consumer Debtors Impaired 


As of 30 June 2021, consumer debtors of R5,085,600,000 (2020: R4,507,377,000) were impaired and provided for. 


3 to 6 months 1,211,795 248,139 
Over 6 months 3,873,805 3,599,002 
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is swept on a daily basis to the City of Johannesburg Metropolitan Municipality's bank account. All bank accounts have a zero 
balance due to the sweeping arrangement with City of Johannesburg except some of the Entity’s ABSA bank accounts which 
were not swept during the financial period which resulted in balances at the end of the reporting period. Petty cash is reflected 
as cash on hand. The cash owed to the Entity by the City of Johannesburg Metropolitan Municipality is reflected as an amount 
due from the Shareholder. 


The bank balances at the beginning and end of financial period are as follows: 


Bank account and description 


4055151238 ABSA Electricity deposits 331613 19,217 
4055418357 ABSA Prepaid account 470,780 244,858 
4054636689 ABSA Sundry revenue account 22 812 
4054394736 ABSA Main cheque 62,815 320 


4054394744 ABSA Bank charges - - 
198641 Standard Bank Limited Bank charges account - - 
198684 Standard Bank Limited Sundry account - - 
198714 Standard Bank Limited Main account - - 


567,430 265,207 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 


for the year ended 30 June 2021 


9. Cash and Cash Equivalents (continued) 


The entity has three active accounts which are held with Standard Bank Ltd and five accounts with ABSA Limited. 


Standard Bank Accounts: 
198641 Standard Bank Limited Bank charges account 
198684 Standard Bank Limited Sundry account 
198714 Standard Bank Limited Main account 


ABSA Accounts: 


4054394736 ABSA Main cheque 
4054394744 ABSA Bank charges 
4054636689 ABSA Sundry revenue account 
4055151238 ABSA Electricity deposits 
4055418357 ABSA Prepaid account 


10. Property, Plant and Equipment 


10. Property, Plant and Equipment (continued) 


Reconciliation of Property, Plant and Equipment - 2021 


2021 2020 
Cost/ Accumulated Carrying Cost/ Accumulated Carrying value 

Valuation depreciation value Valuation depreciation 

and and 

accumulated accumulated 

impairment impairment 
Land 32,095 - 32,095 32,095 - 32,095 
Buildings 1,008,582 (228,303) 780,279 925,031 (210,865) 714,166 
Finance leased assets 44,544 (13,488) 31,056 63,913 (31,306) 32,607 
Plant and machinery 18,813,923 (4,299,312) 14,514,611 18,173,575 (3,676,817) 14,496,758 
Furniture and fixtures 29,979 (24,280) 5,699 29,570 (23,699) 5,871 
Motor vehicles 510 (510) - 510 (494) 16 
IT equipment 110,890 (98,385) 12,505 108,985 (88,766) 20,219 
Total 20,040,523 (4,664,278) 15,376,245 19,333,679 (4,031,947) 15,301,732 
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Opening Additions Disposals Transfers Depreciation Impairment Total 
balance loss 
Land 32,095 - - - - - 32,095 
Buildings 714,166 83,551 - - (13,554) (3,884) 780,279 
Finance leased assets 32,607 14,147 - - (15,698) - 31,056 
Plant and machinery 14,496,758 669,313 - (25,954) (507,559) (117,947) 14,514,611 
Furniture and fixtures 5,871 439 (4) - (607) - 5,699 
Motor vehicles 16 - - - (16) - - 
IT equipment 20,219 4,817 - (2,912) (9,619) - 12,505 
15,301,732 772,267 (4) (28,866) (547,053) (121,831) 15,376,245 
Reconciliation of Property, Plant and Equipment - 2020 
Opening Additions Disposals Depreciation Total 
balance 
Land 28,947 3,148 - - 32,095 
Buildings 685,289 40,847 - (11,970) 714,166 
Finance leased assets 44,024 6,314 - (17,731) 32,607 
Plant and machinery 14,187,863 797,530 (2) (488,633) 14,496,758 
Furniture and fixtures 6,526 919 - (1,574) 5,871 
Motor vehicles 56 - - (40) 16 
IT equipment 31,840 4,963 - (16,584) 20,219 
14,984,545 853,721 (2) (536,532) 15,301,732 


Property, plant and equipment with the value of R1,119,107 (Cost: R6,194,633; Accumulated depreciation: R5,075,525) could 
not be verified during physical non-network assets verification process at the reporting date. Management is investigating the 
whereabouts of the specific assets. 


Borrowing Costs Capitalised 


No borrowing costs were capitalised to property, plant and equipment during the financial year by the Entity. 


Pledged as Security 


No items of property, plant and equipment are pledged as security. 
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10. Property, Plant and Equipment (continued) 


Assets Subject to Finance Lease (Net Carrying Amount) 


Motor vehicles 31,056 32,607 


Reconciliation of Work-in-Progress 2021 


10. Property, Plant and Equipment (continued) 


1 Year Expenditure: 
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Relates to amounts incurred on capital projects in the financial year. These projects were initiated in the current financial year. 


The Entity intends to complete these projects in the new financial period. 


2-3 Year Expenditure: 


The amounts includes capital projects which were undertaken but could not be completed due to lack of funding, it also includes 
multi-year projects which are delayed due to budget constraints and projects which are in the final stages of completion. 


3 Year and Above Expenditure: 


The amount is mainly made up of design fees with no funds to start construction. The amount also includes multi-year projects 
which are delayed due to budget constraints and projects which are in final stages of completion. 


The capitalisation of long outstanding projects accelerated during the financial period. 


Cost Accumulated Carrying 

impairement Amount 

(3,884) 4,014 

Building 7,898 (117,947) 529,631 
Plant and machinery 647,578 - 386,685 
Other 386,685 - - 
1,042,161 (121,831) 920,330 


The above capital work-in-progress is included in the respective asset classes. 


Other relates to stock items classified as capital work in progress due to their nature. These items are to be used in capital 
projects undertaken by the Entity. 


The remaining work-in-progress relates to expenditure already incurred in the construction of capital assets by the Entity. The 


majority of the capital projects by the Entity are taking a significant amount of time to be completed. The duration of each project 
depends on the scope of work to be done and the availability of financial resources. 


WIP Expenditure Ageing 


Long outstanding Project 


Expenditure 


1 Year 2-3 Years 3 Years and Total 

above 
Building - - 4,014 4,014 
Plant and machinery 264,421 121,575 143,635 529,631 
Other 386,685 - - 386,685 
651,106 121,575 147,649 920,330 
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Hopefield substation 12,424 
Kliptown project 11,622 
Fleurhof project 8,456 
Fire and security projects 7,116 
39,618 

Reconciliation of Work-in-Progress 2020 
Cost Accumulated Total 

Impairment 

Buildings 7 899 - 7 899 
IT Equipment 2912 - 2912 
Plant and machinery 1 289 394 - 1 289 394 
Other 254 354 - 254 354 
1 554 559 - 1 554 559 
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for the year ended 30 June 2021 
10. Property, Plant and Equipment (continued) 11. Intangible Assets 
WIP Expenditure Ageing 2021 2020 
Cost/ Accumulated Carrying Cost/ Accumulated Carrying 
4 Veer 3«9 Yours eS veueecaid Total Valuation etait value Valuation ans: value 
above accumulated accumulated 
impairment impairment 
Building - - 7 899 7 899 
Plant and machinery 562,992 283,252 443,150 1,289,394 Capacity rights 261,228 - 261,228 232,361 - 232,361 
Other 254,354 - - 254,354 Computer software 356,459 (229,180) 127,279 396,891 (254,731) 142,160 
IT Equipment - - 2,912 2,912 Total 617,687 (229,180) 388,507 629,252 (254,731) 374,521 
817,346 283,252 453,961 1,554,559 
Reconciliation of Intangible Assets — 2021 
Expenditure Incurr iran intain Pr Pl i n 
panaiinre lenred te hepa aie Mali Spat, Pianta Ee ulpment Opening Additions Disposals Transfers Amortisation Total 
balance 
The Entity incurred expenditure amounting to R823,153,000 (2020: R978,385,000 to repair and maintain property, plant and 
equipment during the financial year. 
Capacity rights 232,361 - - 28,867 - 261,228 
Impairment: PPE Computer software 142,160 27,696 (2,693) : (39,884) 127,279 
Buildings under construction with a cost of R3,884,387 was impaired in the current financial period. The majority of plant and 374,521 27,696 (2,693) 28,867 (39,884) 388,507 
machinery impairment of R117,946,991 relates to design fees included in assets under construction. The Entity does not intend 
iD PUSHe le PICincL Ui se Mienne /oelis Reconciliation of Intangible Assets — 2020 
A register containing the information required by section 63 of the MFMA is available for inspection at the registered office of 
the Entity. 
ee Opening Additions Amortisation Total 
It should be noted that the electricity utilities were regarded as essential services throughout the COVID-19 lockdown and balance 
therefore there were no grounds to further impair the property plant and equipment due to the pandemic. 
Capacity rights 232,361 - - 232,361 
Additional Information Computer software 135,536 59,609 (52,985) 142,160 
Property, plant and equipments amount includes assets with a cost value of R1. The carrying value also includes assets which 367,897 59,609 (52,985) 374,521 
are fully depreciated but still in use by the Entity. The value of the assets at R1 or near RO net book value was assessed and 
considered immaterial for purposes of financial statements. F 
aad Pledged as Security 
No items of intangible assets are pledged as security. - 


Borrowing Costs Capitalised 


No borrowing costs were capitalised to intangible assets during the financial year by the Entity. 


Intangible Assets Work-in-Progress 


No intangible assets were under construction at 30 June 2021. 
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Joos City Power 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
Figures in Rand thousand 2021 2020 


11. Intangible Assets (continued) 


Reconciliation of Work-in-Progress 2020 


Cost Accumulated Carrying value 


impairment 


Software 60,956 - 60,956 


The majority of the capital projects initiated by the Entity are taking a significant amount of time to be completed. The duration 
of each project depends on the scope of work to be done and the availability of financial resources. 


WIP Expenditure Ageing 2020 


1 Year 2-3 Years 3 Years and Total 
above 
Computer Software 41,413 10,781 8,762 60,956 


1 Year Expenditure: 


Relates to amounts incurred on capital projects in the current financial year. These projects were initiated in the current financial 
year. The Entity intend to complete these projects and capitalise in the new financial period. 


2-3 Years Expenditure: 


The amounts includes capital projects which were undertaken but could not be completed due to lack of funding, it also includes 
multi-year projects which are delayed due to budget constrains and projects which are in the final stages of completion 


3 Years and Above Expenditure: 


The amount is mainly made up of design fees with no funds to start construction. The amount also includes multi-year projects 
which are delayed due to budget constraints and projects which are in final stages of completion. 


Other Information 

Capacity Rights 

Capacity Rights arise from a payment made to Eskom for the right to receive electricity at a specific supply point within a certain 
capacity. Eskom in turn utilises the funds to upgrade/install equipment within their infrastructure to ensure electricity supply in 
accordance within the agreed upon capacity. 

Capacity Rights with carrying amount of R261 228 000 were assessed to have indefinite useful lives because the supply 


agreements does are not limit the supply of electricity to a specific timeframe and Eskom also undertakes to ensure that all 
future maintenance and replacement of the infrastructure is carried out to maintain the agreed capacity in perpetuity. 
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12. Current Tax 


The amount represents the total liability payable to South African Revenue Services (SARS) and includes all penalties and 
interest accrued but excludes the additional assessments raised without affording the Entity wear and tear allowance for the 
tax years of 2014, 2015 and 2016. The amount has been disputed with the Receiver based on the fact that the Entity is of the 
opinion that it qualifies for a 100% bad debts allowance compared to 25% considered by the Receiver. 


The Receiver has disallowed wear and tear allowances for plant and machinery and buildings claimed under 12C and 11D for 
2014, 2015 and 2016 tax periods. The Entity has been claiming these deductions in line with the directive received from SARS 
in 2003. No Liability has been raised for the additional assessment raised by the Receiver as the entity is entitled to claim wear 
and tear allowances as per the Income Tax Act. 


Current tax payable (170,778) 168,706 


13. Finance Lease Obligation 


Minimum lease payments due 


- within one year 16,210 21,892 
- in second to fifth year inclusive 22,010 23,630 

38,220 45,522 
Less: future finance charges (5,160) (6,108) 
Present value of minimum lease payments 33,060 39,414 


Present value of minimum lease payments due 


- within one year 1eioi2 19,069 
- in second to fifth year inclusive 19,548 20,345 
33,060 39,414 
Non-current liabilities 19,548 20,345 
Current liabilities Sto 19,069 
33,060 39,414 


It is Entity policy to lease certain motor vehicles and equipment under finance leases. The finance lease obligation relates to 
motor vehicles leased from City of Johannesburg. 


The average lease term was 6 years and the average effective borrowing rate was 10% (2020: 10%). 


Interest rates are fixed at the contract date. All leases have fixed repayments and no arrangements have been entered into for 
contingent rent. 


CITY POWER INTEGRATED REPORT 2020/2021 


Johurs 
City Power 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
Figures in Rand thousand 2021 2020 a aera a0e| a 
14. Trade and Other Payables From Exchange Transactions 16. Provisions 
Trade payables 382,322 447,090 Reconciliation of Provisions — 2021 
Accrual service bonus 6,075 6,165 
Accrual for leave pay 89,517 95,644 Opening Additions __Utilised during Total 
Mogale City payable 215 224 Balance the year 
Consumer debtors with credit balances 595,850 485,776 
Kelvin payable 206.311 236.442 Bonus provision 77,739 48,404 (61,489) 64,654 
Eskom payable 1.652.095 1,531,931 Kelvin ash disposal 119,576 9,119 - 128,695 
Lethabong payable 2.690 2.130 Kelvin bulk purchase provision 11,435 9,924 - 21,359 
Accrued expenses 115.518 139.389 Software licence provision 46,192 6,135 - 52,327 
Deferred prepaid electricity 24,508 23,239 254,942 73,582 (61,489) 267,035 
Related party creditor 1,572,140 1,377,664 eee a 
= CETTE 4348604 Reconciliation of Provisions — 2020 
Opening Additions Utilised during Total 

Significant Judgement: Debtors With Credit Balance: Balance the year 
City of Johannesburg (Cod) invoices clients for the following revenue components: electricity on behalf of City Power, water - 
on behalf of Joburg Water, refuse on behalf of Pikitup and rates and taxes on behalf of CoJ Core Administration. Revenue and Bonus provision 66,247 70,696 (59,204) 77,739 
corresponding debtor is allocated to each municipal entity based on the actual consumption/billing. Kelvin ash disposal 111,422 8,154 - 119,576 

Kelvin bulk purchase provision 772 10,663 - 11,435 


With regards to credit balances in consumer debtors, CUMM allocates credit balances applicable to each entity by using three 
year billing for customers with credit balances at account level. In the event that the customer has no current billing and a credit Software licence provision 24,814 21,378 - 46,192 
balance exist, a three year annualised overall billed revenue will be used to determine the allocation rate. 203,255 110,891 (59,204) 254,942 


Management has applied judgement in determine the allocation basis. 


The bonus provision relates to the performance bonus that the Entity expects to pay to qualifying employees. The amount is 


: based on the performance of the financial year under review which is still to be determined. The provision is Management's best 
15. Trade and Other Payables: Non-Exchange Transactions estimate of the Entity's liability at reporting date. 


The software licence provision relates to Microsoft software utilised by the Entity for which no invoices have been received 
from the supplier. The amount is for the period 1 April 2017 - 30 June 2021. The amount is based on the latest annual invoice 


Related party payables 3,220 9,375 received from the supplier for the period 1 April 2016 - 31 March 2017, adjusted for potential increase in price. 

o : ; : The Kelvin bulk purchase provision relates to carbon tax imposed for emissions by Kelvin during electricity generation. The 
The related party payables relates to conditional grants received by the Entity which need to be repaid to City of Johannesburg carbon tax to Kelvin is considered a pass-through cost to City Power, subject to Kelvin demonstrating prudence to limit the B 
due to the fact that not all conditions were fully met. cost. The Carbon Tax Act which became effective from 1 June 2019 makes taxpayers liable for carbon tax should they conduct 


one of the activities in Schedule 2 of the Carbon Tax Act (Act No. 15 of 2019), above the threshold for that activity. Carbon = 
tax is levied on the sum of greenhouse gas emissions from fuel combustion, industrial processes, and fugitive emissions, 
determined in accordance with a reporting methodology approved by the Department of Environmental Affairs. The provisionis * 
Management's best estimate of the Entity’s liability at reporting date. 


Ash disposal has been provided for in respect of Kelvin Power Station. These amounts are invoiced by Kelvin but are not 
paid due to that there is a dispute declared between City Power and Kelvin. Therefore, the provision caters for the eventuality 
given that the contract expires on 8 November 2021. The Entity is currently considering the extension of purchase agreement 
which could result in the reversal of the ash disposal provision should an agreement be finalised between 31 August 2021 and 
8 November 2021. 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
Figures in Rand thousand 2021 2020 Figures in Rand thousand 2021 2020 
17. Value Added Tax Payable 18. Employee Benefit Obligations (continued) 
All VAT returns were submitted timeously during the current financial year in terms of the Value Added Tax Act. VAT is disclosed . 
net of VAT input tax and VAT output tax. Key Assumptions Used 
Value added tax (125,004) . Assumptions used at the reporting date: 
Discount rates used 7.25 % 5.32 % 
18. Empl Benefi ligation 
8 Peyes Sen t Ob gat one Consumer inflation 4.65 % 2.75 % 
; Normal salary inflation 5.65 % 3.75 % 
Defined Benefit Plan Medical aid contribution inflation 5.65 % 3.75 % 
; Net effective discount rate (PRMA) 1.51 % 1.51 % 
Calrylng Value Net effective discount rate (PEH and Gratuity) 1.51 % 1.51 % 


Present value of the defined benefit obligation-Medical aid (4,943) (4,873) 
Present value of the defined benefit obligation-Retirement Gratuity (332) (635) 
Balance at end of year (5,275) (5,508) 


The Entity has obligations to subsidise medical aid contributions in respect of certain qualifying staff and pensioners and their 
surviving spouses. Only pensioners and employees who were aged 50 or older and were members of LA Health and Munimed 
are included. 


The above liability is unfunded. However, the City of Johannesburg Metropolitan Municipality has undertaken to cover such 


portion of the liability for the staff of the entity who are Entitled to benefit that relates to their service with the City of Johannesburg 
Metropolitan Municipality since the Entity was established. 


Movement for the year 


Opening balance (4,873) (4,302) 
Interest costs (246) (353) 
Gains/(Losses) (347) (711) 
Benefits paid 523 493 
Balance at end of the year (4,943) (4,873) 


Net Expense Recognised in the Statement of Financial Performance 


Interest cost (246) (353) 
Actuarial (gains)/losses (347) (711) 
Benefits paid 523 493 

(70) (571) 
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Post-Retirement Gratuity Plan 


The Entity provides gratuities on retirement or on death to certain qualifying employees who have service with the City of 
Johannesburg Metropolitan Municipality or the municipal entity when they were not members of one of the retirement funds 
and who meet certain service requirements in terms of the City of Johannesburg Metropolitan Municipality's conditions of 
employment. The gratuity amount is based on one month’s salary per year of non-retirement funding service. 


The above liability is unfunded. However, the City of Johannesburg Metropolitan Municipality has undertaken to cover such 
portion of the liability for the staff of the Entity who are entitled to benefits that relate to their service with the City of Johannesburg 
Metropolitan Municipality since the Entity was established. 


The plan is a post-retirement gratuity benefit plan. 


Movement for the year 


Opening balance (635) (1,483) 
Interest costs (29) (86) 
Benefits paid 256 767 
Actuarial (gains)/losses 76 167 

(332) (635) 


Net expenses recognised in the statement of financial performance 


Interest cost (29) (86) 
Actuarial (gains)/losses 76 167 
Benefits paid 256 767 

303 848 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
Figures in Rand thousand 2021 2020 Figures in Rand thousand 2021 2020 
18. Employee Benefit Obligations (continued) 19. Deferred Income (continued) 
Sensitivity Analysis 
Deferred Income reconciliation 
In order to illustrate the sensitivity of the valuation results the following assumptions have been used: Opening balance 74,962 97,554 
1% increase/decrease per annum in the medical and salary inflation rate assumptions used. Additions a 270,007 
-20% increase/decrease per annum in mortality rate assumptions used. Transfer to other income (Service connections) (15,316) (22,949) 
; Transfer to non-exchange revenue (Grants & Subsidies) (118,062) (264,298) 
The effect of these assumptions are as follows: 
Repayments - (5,352) 
Medical and Salary Inflation 83,805 74,962 
-1% in medical/ Valuation +1% in Public contributions: Service connections 
salary inflation assumptions _medical/salary Opening balance 46,370 63,610 
inflaien Additions 20,771 5,709 
Transfer to income (Service connections) (15,316) (22,949) 
Post-retirement medical aid 4,844 4,943 5,016 
Repayment - - 
Retirement gratuities 332 332 332 51,825 46,370 
5,176 5,275 5,348 
Public contributions: Engineering contributions 
Mortality Rates Opening balance i : 
Additions 35,367 57,323 
-20% Mortality Valuation +20% Mortality Transfer to income (35,367) (57,323) 
rate assumptions rate 
Repayment - - 
Post-retirement medical aid 5,369 4,943 4,576 
Rel menngieies oe ae eee Integrated National Electrification Grant (DoE) 
Sa0 223 aus Opening balance 27,842 33,194 
Additions - - 
19. Deferred Income Transfer to income e - 
Repayment - (5,352) 
Unspent conditional grants and receipts comprises of: 27,842 27,842 
Unspent conditional grants and receipts Infrastructure skills and development grants 
Integrated National Electrification (DoE) 27,842 27,842 Opening balance 750 750 
Infrastructure skills and development grant 4,138 750 Additions 6,015 6,200 
Public contributions: Service connections 51,825 46,370 Transfer to income (2,627) (6,200) 
83,805 74,962 Repayment ‘ 
4,138 750 


CITY POWER INTEGRATED REPORT 2020/2021 


CITY POWER INTEGRATED REPORT 2020/2021 


CITY POWER INTEGRATED REPORT 2020/2021 


CITY POWER INTEGRATED REPORT 2020/2021 


: Johurs ; 
City Power 
a world class african city Johannesburg 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
Figures in Rand thousand 2021 2020 Figures in Rand thousand 2021 2020 
19. Deferred Income (continued) 21. Consumer Deposits 
Urban Settlements Development Grant (USDG) Consumer Deposits 701,962 654,316 
Opening balance - - 
Additions 75,191 192,560 : : - 
22. Share capital / contributed capital 
Transfer to income (75,191) (192,560) 
Repayment - - 
Authorised 
10 000 Ordinary shares of R1 each 10 10 
Energy Efficiency Demand Management Grant 
. Reconciliation of number of shares issued: 
enema ; : Reported as at 01 July 2020 10 10 
rt 
Additions 7,573 8,215 | ani : ‘ Wee , 
Transfer to income (7,573) (8,215) E—E———E—E———eEeeEe = = 
Reported as at end of year 10 10 
Repayments - - 
- - Issued 
Share premium 112,466 112,466 
20. Deferred Tax 
Issued share capital consists of 1 issued share of R1 nominal value. 
The deferred tax assets and the deferred tax liability relate to income tax in the same jurisdiction, and the law allows net 
settlement. Therefore, they have been offset in the statement of financial position as follows: 
23. Financial Assets by Category 
Reconciliation of Deferred Tax Asset/(Liability) 
The accounting policies for financial instruments have been applied to the line items below: 
At beginning of year (1,625,089) (1,722,221) 
Taxable temporary differences 207,799 97,132 Financial assets at amortised cost 
(1,417,290) (1,625,089) Consumer receivables 2,187,222 1,938,691 
Trade and other receivables from exchange transactions 848,780 660,827 
Deferred tax analysis Trade and other receivables from non-exchange transactions 194,979 330,377 
Fixed Assets (3,483,092) (3,303,038) Cash and cash equivalents 567,460 265,237 
Provision for bonus 18,103 22,105 Lael Sridaylse 
Provision leave pay 25,065 26,780 
Post retirement liability 1,477 1,542 24. Financial Liabilities by Category 
Post retirement assets (33,865) (32,927) 
Prepaid electricity 6,862 6,507 The accounting policies for financial instruments have been applied to the line items below: 
Finance leased assets 561 641 
Assessed loss 2,047,599 1,653,301 Current Financial liabilities at amortised cost 
(1,417,290) (1,625,089) Loans from shareholders 5,772,910 4,373,341 
Finance lease obligation Toone 19,069 
The allocation of deferred tax categories will change should the Entity lose its court challenges with SARS. Trade and other payables from exchange transactions 4,647,240 4,345,694 
Trade and other payables from non-exchange 3,220 9,375 1 
10,436,882 8,747,479 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
Figures in Rand thousand 2021 2020 Figures in Rand thousand 2021 2020 
24. Financial Liabilities by Category (continued) 28. Government Grants and Subsidies (continued) 
Non-Current Financial liabilities at amortised costs Capital grants 
Loans from shareholders 2,053,443 2;275,177 Government grants 118,131 258,098 
Finance lease obligation 19,548 20,345 118,062 264,298 
Consumer deposit 701,962 654,316 
Deferred Income 83,805 74,962 Conditional 
2,858,758 3,024,800 
Included in above are the following grants and subsidies received: 
25. Service Charges 
Urban settlement development grant 75,191 192,560 
Sale of electricity 14,839,937 14,424,857 Engineering fees contributions 35,367 57,323 
Sales of prepaid electricity 1,442,100 1,355,543 Skills development grant (69) 8,200 
New service connections 118,353 121,980 Energy Efficiency Demand Management 7,573 8,215 
16,400,390 15,902,380 118,062 264,298 
26. Other Income The Entity did not receive any unconditional grants during the current and prior financial period. 
Canteen revenue 897 1,714 29. Employee-Related Costs 
Street pole advertising 895 1,278 
Cut off fees 2,346 4,985 Basic 756,584 692,713 
Discounts received 66 - Bonus 48,405 70,696 
Demand side management levy 337,620 354,580 Medical aid contributions 78,644 15,722 
341,824 362,557 UIF 3,009 2,974 
WCA 7,418 7,255 
27. Interest Income Leave pay provision charge 587 35,062 
Pension fund contributions 108,713 102,208 
inierastrevenua Cellphone allowance eli 6,927 
Interest earned - Outstanding receivables 58,288 29,409 oe Lie Reewaat ao 8 22,288 
Interest earned - Post-Retirement benefit asset 4,128 6,569 Overtime pene UNA SIET 128,785 
Interest earned - Bank 14,409 5,961 Long-service awards 13,099 628 
76.825 41,939 13th Cheques 9,218 9,511 
Acting allowances 4,045 7,912 
A Car allowance 30,855 29,762 ‘ 
28. Government Grants and Subsidies 
Membership fees 253 565 
Bursary grants 208 380 
Operating grants . 
Shift allowances 56,877 54,212 
Skills and development grants (69) 6,200 F ; : 
se  ____ Uniforms and protective clothing 22 6,651. 
Gratuities (767) 767 
Termination benefits 2,796 - & 
1,296,688 1,265,014 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
Figures in Rand thousand 2021 2020 Figures in Rand thousand 2021 2020 
30. Administrative Expenditure 33. Interest Paid 
Administration and management fees - related party 103,618 104,017 Group companies 302,961 327,657 
Interest on taxation 6,202 14,886 
Agent-Principal Arrangement: Bank 210,523 226,145 
The Entity has an existing arrangement with City of Johannesburg acting as an agent to collect and manage the electricity intorestonilale payment eet Goe 
consumer debtors on behalf of the Entity (principal). A fixed monthly administration fee of R8,634,833 (2020: R8,668,083) was Finance lease interest 3,395 4,751 
paid to City of Johannesburg in terms of the arrangement. Interest on Post-Retirement obligation 275 439 
In the event of a change in the current arrangement, City Power would require additional modules of the SAP software, 523,890 574,478 
IT equipment and employees to manage the outsourced function currently performed by the agent. It is expected that the 
operating costs to manage the function would be equivalent or similar to the administration fee that is currently being incurred in 
addition to capital assets that will be required. There is therefore minimal risk of continuity to City Power due to the fact that the . 
arrangement is internal. Moreover, City Power has historic experience to bill and collect based on past activities. 34. Debt Impairment 
The arrangement is indefinite and there are no changes in the current year. No resources of the Entity are under custodianship . 
of the agent. Increase in allowance for doubtful debt 792,538 453,655 
31. Depreciation and Amortisation 35. Bulk Purchases 
Property, plant and equipment 547,053 536,533 Electricity 12,133,490 11,523,086 
Intangible assets 39,884 52,984 
586,937 589,517 Bulk purchases includes Kelvin carbon tax and excludes Kelvin capacity charges which are reported as lease costs. 
32. Impairment Electricity Losses 
Impairment: Buildings 3,884 - Comprising of: 
Impairment: Plant and machinery 117,947 3 Technical losses 1,143,642 1,088,851 
121.831 . Non-technical losses 2,527,971 2,349,708 
Total 3,671,613 3,438,559 
The building impairment of R3,884,387 and relates to the foundation for a building that was meant to have been erected a few 
years ago. The foundation is compromised and not suitable for the intended purpose. Percentage Loss: 
The plant and machinery impairment of R117,947,000 relates to design fees included in assets under construction. City Power Technical losses 9% 9% 
does not intend to pursue the projects within the next 3 years. Non-technical losses 20% 19% 
The recoverable amount is zero as there is no active market for impaired items. Total 29% 28% 
Figures in Rand thousand Note 44 2021 2020 
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City Power 
a world class african city Johannesburg 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
36. General Expenses Figures in Rand thousand 2021 2020 
Advertising - 826 37. Taxation 
Assessment rates & municipal charges 9,887 14,403 
muds Tens eet Ota Major Components of the Tax Income 
Bank charges 720 1,202 
Cleaning 297 79 Current 
Commission paid 33,550 46,321 (ocalincometax : 7 
Consulting and professional fees 94,884 32,884 
Entertainment 897 374 Deferred 
Insurance HUES 66,898 Taxation for the year (123,547) (7,654) 
Conferences and seminars Was) 581 Under/(over) provision prior year (84,252) (89,477) 
Repairs and maintenance 823,153 978,385 (207,799) (97,131) 
Levies 9,348 8,768 
Magazines, books and periodicals (32) 53 Reconciliation of the Tax Expense 
Motor vehicle expenses 37,346 27,047 
Printing and stalionery oie onet Reconciliation between applicable tax rate and average effective tax rate. 
Security expenses 83,279 87,721 
oe se — Charge to statement of financial performance 40.20% 355.30% 
ee ae nt Prior year (12.50)% (327.30)% 
Subseniption . i ae 4% Disallowable charges 0.30% -% 
Telephone and fax 7,985 47,643 28.00% 28.00% 
Training courses 7,437 6,900 
Travel - local 3,681 2,626 : : 
38. Auditors’ Remuneration 
Travel - overseas - 47 
Tree pruning 53,240 50,641 
Meter readings and audits 22,577 25,073 Fees CA 
Inventory write down (14,208) 22,009 
jes Oiidisposalot eases: 2,697 5 39. Cash Generated From Operations 
Cut off fees 32,426 30,292 
Material issues 6,647 14,917 Deficit (469,005) (50,883) 
Sundry expenses 161 3,327 Adjustments for: " 
Eskom free electricity costs 3,664 1,885 Depreciation and amortisation 586,937 589,517 
1,406,978 1,557,142 Finance costs 523,890 574,478 
Interest Income (76,825) (41,939) 
Impairment 121,831 - 
Disposal loss 2,697 2 
Movements in retirement benefit assets and liabilities (233) (277) 
Movements in provisions 12,093 51,687 
Movement in current tax payable (339,484) 14,886 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
Annual Charge for deferred tax (207,799) (97,131) 
Figures in Rand thousand 2021 2020 Figures in Rand thousand 2021 2020 
39. Cash Generated From Operations (continued) 40. Commitments (continued) 
Changes in working capital: Kelvin Power 
Inventories 29,208 (37,827) The lease relates to electricity capacity charge payable monthly. The amount is payable for the availability of capacity as a fixed 
Receivables from exchange transactions (175,865) 297,475 charge linked to contracted volumes regardless of whether City Power consumes electricity from Kelvin Power. The Kelvin 
Power contract expires on 8 November 2021. 
Consumer debtors (248,531) (630,640) 
Trade and other receivables from non-exchange transactions 135,398 (92,562) oes 
. Minimum lease payments due 
Trade and other payables from exchange transactions 287,344 48,809 a 
within one year 228,156 609,868 
VAT Payable 143,667 (56,417) : ; ; ; 
; in second to fifth year inclusive - 308 011 
Trade and other payables from non exchange transactions (6,155) 6,155 
228,156 917,879 
Deferred Income 8,843 (22,592) NS 
328,011 552,741 ‘ : , 
5 Dalitso Business Equipment 
40. Commitments The Entity leases printing machines from Dalitso Business Equipment. These machines are leased through an agreement 


which was concluded by City Power Johannesburg with Dalitso Business Equipment. In terms of the agreement the rentals as 
per the price list on the contract and are fixed for the duration of the lease contract. The lease is effective from 11 December 
. . 2019 until 30 November 2022. 
Authorised Capital Expenditure 


Minimum leases payments 
Authorised and contracted for 


; within one year 2,766 1,000 
_Plantand machinery 02. 153,404 in second to fifth year inclusive los) 1,252 
3,919 2,252 
Total capital commitments So 
Authorised and contracted for 966,785 2,153,404 - 
Afrirent 


City of Johannesburg entered into a lease agreement with Afrirent on 1 May 2020 on behalf of City of Johannesburg and the 
municipal entities under its control. The lease is for non-specialised vehicles for a period of 30 months which commenced on 
1 May 2020 and shall continue until 30 October 2022 


Authorised Operational Expenditure 


The amount disclosed for commitments is the value of all outstanding capital contracts entered into by the Entity for the 
foreseeable future. The expenditure however will be limited to the approved capital budget. Minimum leases payments 

within one year 49,578 63,189 
Operating Leases - As Lessee 


AVIS Fleet Service 

The Entity currently have a lease extension with Avis Fleet Services for non-specialised vehicles. These vehicles are leased 

through an agreement which was concluded by the City of Johannesburg with Avis Fleet Services on 13 November 2012. In 

terms of the agreement, all rentals due on vehicles leased are payable monthly in arrears and are linked to the prime overdraft 

rate. Furthermore, the agreement places restrictions on maximum number of kilometres which can be travelled over the lease . 
term and specifies the rate at which excess kilometres will be billed. 


Minimum lease payments due 


within one year - 187 
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in second to fifth year inclusive 16,526 - 


66,104 63,189 
41. Contingent Liabilities (Amounts in Rands) 


City Power has submitted tax returns to SARS for 2015, 2016, 2017, 2018, 2019 and 2020 financial years claiming 100% 
bad debt allowance. However, the South African Revenue Services has approved a deduction of 25% in terms of bad debt 
allowances. City Power is currently continuing to claim a 100% allowance as it is appealing the decision of the Receiver. The 
Entity is fully accrued in the event that its endeavours to claim 100% bad debt allowance fails. 


The Receiver has withheld VAT refunds (R811,402,305) due to the Entity to offset against the income tax owing to the Receiver. 


SARS has disallowed wear and tear allowances claimed under section 12C and 13(1) for the tax years 2014, 2015 and 2016. 
The Entity has been claiming these allowances based on written approval received from SARS in 2003. SARS indicated in its 
letter of disallowance that the Entity is entitled to section 11E wear and tear allowances. However, in the revised assessments 
for these years issued by SARS no deduction was afforded to the Entity. This resulted in an overstatement in the amounts due 
to SARS (2014: R231,800,638), (2015: R276,920,073), (2016: R358,099,737) and consequent interest and penalty costs of 
R446,000,000. The Entity is challenging SARS in the Income Tax Court after failing in its endeavours to resolve the impasse as 
prescribed by the Income Tax Administration Act. 


Divinity Trading a supplier is claiming R5,333,409 in terms of non-payment for services rendered to the Entity. The matter is 
being defended by the Entity. 


Summons were issued against the Entity in favour of a customer Dlamini for delictual damages amounting to R267,400. The 
plaintiff is claiming damages for an injury sustained when falling into a trench. The matter is being defended by the Entity. 


Koumantarakis Group has initiated legal proceedings against the City of Johannesburg, City Power and Johannesburg Roads 
Agency for an alleged violation of a patent for manhole covers. The matter is being defended and an expert was appointed by 
the Entity to assist with the matter. The potential liability for the Entity is yet to be determined. 


J & B Consulting is a supplier claiming R5,000,715 in terms of non-payment for services rendered to the Entity. The matter is 
being defended. 


ABB South Africa is a supplier claiming R5,532,973 in terms of non-payment for services rendered to the Entity. Arbitration has 
been held and the Entity is awaiting award. 


Pulsemed has lodged legal action against the Entity for the cancellation of contract. The potential liability is the remaining 
contract value at the time of cancellation. The contract with the supplier has been fully utilised therefore the supplier claim 
against the Entity is null and void. 


Ernest & Young Advisory Services is a supplier claiming R2,365,953 in terms of non-payment for services rendered to the Entity 
and City of Johannesburg. The matter is being defended by the Entity. 


Shabalala and Moagi are two employees challenging the appointment process of a Group Executive (GE) position after the 
employees were not appointed after contesting for the position. The potential liability is the payback is three months of GE’s 
salary to both employees should they succeed. The matter is being defended by the Entity. 


Godfrey Mulauzi is an employee challenging his dismissal for gross negligence in dealing with contracts between Setheo and 
City Power. The employee is claiming the unpaid salary from the date of dismissal. The matter is being defended by the Entity. 


Patrick Nkosi an employee is challenging his job grade. The employee is claiming the salary difference between the two grades. 
The employee has retired. 


Joyce Mokoena an employee is challenging the job grading system. The employee is claiming the salary difference between 
the two grades. The employee was dismissed on a separate matter. 
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41. Contingent Liabilities (Amounts in Rands) (continued) 


Setheo Investment has lodged legal proceedings in respect of the termination of the contracts for the upgrading of the Eldorado 
Park and Hopefield substation. The potential liability is R69,667,600. 


Rubbytad X Factor AMR (Pty) Lts is claiming R24,592,554 for breach of contract. Arbitration proceedings are in progress. 
Renico Construction is claiming R1,600,000 for failure to provide electricity services by the Entity. The matter is been defended. 
Vox is a supplier claiming R26,670 for non-payment of outstanding invoices. The matter is been defended. 


Due to the complexity in determining the carbon omissions and methodologies, Kelvin Power determine the liability based on 
section 4(2) of the Carbon Tax Act which utilise default emission factors as per schedule 2 compared to section 4(1) utilised by 
the Entity. The potential additional liability is R50,536,278. 


Contingent Liabilities Prior Year 


City Power has submitted tax returns to SARS for 2015, 2016, 2017, 2018, and 2019 financial years claiming 100% bad debt 
allowance. However, the South African Revenue Services has approved a deduction of 25% in terms of bad debt allowances. 
City Power is currently continuing to claim a 100% allowance as it is appealing the decision of the Receiver. Should the appeal 
be unsuccessful the tax liability for the above periods would increase. 


The Receiver has withheld VAT refunds (R464,670,285) due to the Entity to offset against the income tax owing to the Receiver. 
In the event that the Entity is successful in its endeavour to achieve tax exemption status or the 100% bad debt allowance, the 
Entity will receive a full refund of the amount withheld. 


SARS has disallowed wear and tear allowances claimed under section 12C and 13D for the tax years 2014, 2015 and 2016. 
The Entity has been claiming these allowances based on written approval received from SARS in 2003. SARS indicated in its 
letter of disallowance that the Entity is entitled to section 11E wear and tear allowances. However, in the revised assessments 
for these years issued by SARS no deduction was afforded to the Entity. This resulted in an overstatement in the amounts due 
to SARS (2014: R231,800,638), (2015: R267,920,073), (2016: R358,099,737) and consequent interest costs of R380,062,996. 
The Entity is challenging SARS in the Income Tax Court after failing in its endeavours to resolve the impasse as prescribed by 
the Income Tax Administration Act. 


Divinity Trading, a supplier, has lodged legal proceedings against the Entity. The claim arises from a supply chain process. The 
bid from a supplier was passed over due to non-functioning equipment during site visits by the Bid Evaluation Committee. The 
supplier is appealing the judgement which was granted in favour of the Entity with costs. The potential liability is R90,000,000 
should the supplier’s appeal be successful. 


Divinity Trading, a supplier, is claiming R5,333,409 in terms of non-payment for services rendered to the Entity. The matter is 
being defended by the Entity. 


Summons were issued against the Entity in favour of a customer Dlamini for delictual damages amounting to R267,400. The 
plaintiff is claiming damages for an injury sustained when falling into a trench. The matter is being defended by the Entity. 


Koumantarakis Group has initiated legal proceedings against the City of Johannesburg, City Power and Johannesburg Roads 
Agency for an alleged violation of a patent for manhole covers. The matter is being defended and an expert was appointed by 
the Entity to assist with the matter. The potential liability for the Entity is yet to be determined. 


J & B Consulting is a supplier claiming R5,000,715 in terms of non-payment for services rendered to the Entity. The matter is 
being defended by the Entity. 


ABB South Africa is a supplier claiming R5,532,973 in terms of non-payment for services rendered to the Entity. Arbitration has 
been held and the Entity is awaiting award. 


Pulsemed has lodged legal action against the Entity for the cancellation of contract. The potential liability is the remaining % 


contract value at the time of cancellation. 
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41. Contingent Liabilities (Amounts in Rands) (continued) 


TIS is a supplier claiming R8,700,000 in terms of non-payment for services rendered to the Entity. The matter is being defended 
by the Entity. 


Ernest & Young Advisory Services is a supplier claiming R2,365,953 in terms of non-payment for services rendered to the Entity 
and City of Johannesburg. The matter is being defended by the Entity. 


Shabalala and Moagi are two employees challenging the appointment process of a Group Executive (GE) position after the 
employees were not appointed after contesting for the position. The potential liability is the payback of GE’s salary to both 
employees should they succeed. The matter is being defended by the Entity. 


Joe Seanego is an employee challenging his dismissal for gross negligence in dealing with contracts between Sergei and City 
Power. The employee is claiming the unpaid salary from the date of dismissal. The matter is being defended by the Entity. 


Godfrey Mulauzi is an employee challenging his dismissal for gross negligence in dealing with contracts between Setheo and 
City Power. The employee is claiming the unpaid salary from the date of dismissal. The matter is being defended by the Entity. 


Patrick Nkosi is an employee challenging his job grade. The employee is claiming the salary difference between the two grades. 
The matter is being defended by the Entity. 


Joyce Mokoena is an employee challenging the job grading system. The employee is claiming the salary difference between the 
two grades. The matter is being defended by the Entity. 


Setheo Investment has lodged legal proceedings in respect of the termination of the contracts for the upgrading of the Eldorado 
Park and Hopefield substation. The potential liability is R69,667,600. 


JHB Housing Company withdrew legal action against the Entity on 10 March 2020. The dispute relates to the Entity’s inability to 
provide additional electricity capacity available for a new electricity connection. 


42. Related Parties 


Relationships 
Controlling entity The City of Johannesburg Metropolitan Municipality 
Member of Group Johannesburg Social Housing Company (SOC) Ltd 
Member of Group The City of Johannesburg Metropolitan Municipality 
Member of Group City of Johannesburg Property Company (SOC) Ltd 
Johannesburg Fresh Produce Market (Pty) Ltd 
Johannesburg City Parks NPC 


Johannesburg Development Agency (SOC) Ltd 


Member of Group 
Member of Group 
Member of Group 
Member of Group Johannesburg Metropolitan Bus Services (SOC) Ltd 
Johannesburg Road Agency (SOC) Ltd 

Pikitup Johannesburg (SOC) Ltd 

Johannesburg Civic Theatre (SOC) Ltd 
Johannesburg Water (SOC) Ltd 


Johannesburg Metro Trading Company (SOC) Ltd 
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City Power 


Johannesburg 


2020 


42. Related Parties (continued) 


All related party transactions are at normal trade terms and none are secured. Refer to Note 43 for information regarding Senior 


Management and remuneration. 
Related Party Balances 


Trade and other receivables regarding related parties 


City of Johannesburg Metropolitan Municipality 965,453 912,723 
Johannesburg Water (SOC) Ltd 41,083 41,083 
Johannesburg Metro Trading Company (SOC) Ltd - 1,379 
1,006,536 955,185 
Trade and other payables regarding related parties 
City of Johannesburg Metropolitan Municipality 1,536,567 1,361,052 
City of Johannesburg Property Company (SOC) Ltd 305 52 
Johannesburg City Parks NPC Sioa 25,517 
Johannesburg Road Agency (SOC) Ltd 350 350 
Johannesburg Water (SOC) Ltd - 68 
Johannesburg Metro Trading Company (SOC) Ltd 30 - 
Johannesburg Civic Theatre THA, - 
1,575,360 1,387,039 
Loans from related party 
City of Johannesburg Metropolitan Municipality 7,826,353 6,648,517 
Finance lease liability 
City of Johannesburg Metropolitan Municipality 33,061 39,414 
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Figures in Rand thousand 2021 2020 
42. Related Parties (continued) 
Related Party Transactions 
Revenue from related parties (Amounts are exclusive of VAT) 
City of Johannesburg Metropolitan Municipality 143,390 125,885 
Johannesburg Social Housing Company (SOC) Ltd 31,114 14,799 
Johannesburg Metropolitan Bus Services (SOC) Ltd 2,207 3,574 
Johannesburg Water (SOC) Ltd 178,105 164,900 
Johannesburg Civic Theatre (SOC) Ltd 8,828 8,603 
Johannesburg City Parks NPC 4,696 5,075 
Johannesburg Development Agency (SOC) Ltd 537 1,003 
Johannesburg Road Agency (SOC) Ltd 6,930 7,976 
Johannesburg Fresh Produce Market (Pty) Ltd 44,590 38,375 
Pikitup Johannesburg (SOC) Ltd 4,152 4,420 
424,549 374,610 
Purchases from related parties (Amounts are exclusive of VAT) 
City of Johannesburg Metropolitan Municipality 627,916 727,072 
Johannesburg Water (SOC) Ltd 4,393 7,450 
Johannesburg City Parks NPC 46,924 53,161 
Johannesburg Civic Theatre oil 168 
Pikitup Johannesburg (SOC) Ltd 686 767 
City of Johannesburg Property Company (SOC) Ltd 90 118 
Johannesburg Metro Trading Company (SOC) Ltd 26 - 
680,086 788,736 
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43. Directors’ Emoluments 
Executive 
2021 

Emoluments Other Travel Performance Termination Total 

benefits Allowance bonus of service 
Mr. L Setshedi - CEO 891 98 46 161 2,796 3,992 
Mr. MM Ntsokolo - CEO 726 115 39 - - 780 
Ms. M Xolo - GE Finance 2,285 146 174 109 - 2,714 
Ms. MT Maluleke - GE: 2,345 207 128 131 - 2,811 
Metering Services 
Ms. T Mashava - GE: Human 2,459 91 - 257 - 2,807 
Resource and Transformation 
Mr. SI] Rampedi - GE: 2,268 89 192 109 - 2,658 
Engineering Operations 
Mr. MJ Smith - Company 1,939 184 93 199 - 2,415 
Secretary 
Mr. SA Ntlatleng - GE: 2,285 36 174 131 - 2,626 
Engineering Services 
Mr. IM Ramagaga - Acting 2,137 146 - 121 - 2,404 
Enterprise Support 
Mr. LR Mahumapelo - Acting 1,961 59 - - - 2,020 
GE: Business Sustainability 
19,296 1,071 846 1,218 2,796 25,227 
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2020 
Emoluments Other benefits Travel Total 
allowance 
Mr. L Setshedi — CEO 2,524 185 111 2,820 
Ms. M Xolo — GE Finance 1,881 141 174 2,196 
Ms. MT Maluleke — GE: Metering Services 1,927 100 128 2,155 
Ms. T Mashava — GE: Human Resource and 2,040 86 - 2,126 
Transformation 
Mr. SI Ramedi — GE: Engineering Operations 1,905 86 149 2,140 
Mr. MJ Smith — Company Secretary 1,605 30 93 1,728 
Mr. SA Ntlatleng — GE: Engineering Services 1,881 36 174 2,091 
Mr. IM Ramagaga — Acting CEO 2,011 220 - 2,231 
Mr. LR Mahumapelo — Acting GE: Business 1,845 164 - 2,009 
Sustainability 
17,619 1,048 829 19,496 
Non-Executive 
2021 
Directors’ fees Total 
Mr. W Mathamela 302 302 
Mr. M Mello 48 48 
Ms. K Lehloenya 114 114 
Ms. E Magerman 24 24 
Adv. L Maseko 188 188 
Mr. P Kedama 84 84 
Mr. N Kgope 252 252 
Ms. T Marah 86 86 
Ms. L Mathabathe 96 96 
Mr. K Mthembu 270 270 
Mr. B Ramokhele 298 298 
Mr. K Setzin 226 226 
Ms. P Thobejane 150 150 
Mr. M Seopela 246 246 
Mr. B Twala 180 180 
2021 2020 
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Mr. C Lithole 48 48 
Mr. H Moolla 42 42 
Ms. D Mthimunye 12 12 
2,666 2,666 

2020 
Directors’ fees Total 
Dr. H Chewane 96 96 
Mr. D Gibson 226 226 
Mr. D Hunt 84 84 
Mr. L Nage 200 200 
Mr. M Seopela 156 156 
Mr. N Kganakga 102 102 
Ms. B Mathebula 66 66 
Mr. T Mofokeng 90 90 
Mr. T Tjia 96 96 
Mr. W Mathamela 58 58 
Mr. N Kgope 56 56 
Ms. K Lehloenya 12 12 
Mr. M Mello 24 24 
Ms. K Mthembu 70 70 
Mr. B Ramokhele 56 56 
Mr. K Setzin 42 42 
Ms. P Thobejane 18 18 
Mr. B Twala 30 30 
Mr. C Lithole 6 6 
Mr. V Mokwena 24 24 
Mr. R Moodley 6 6 
Mr. H Moolla 42 42 
1,560 1,560 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
44. Risk Management 44. Risk Management (continued) 
Financial Risk Management Financial instrument Current Due in less Year 2 Year 3 and 
interest rate than a year above 
The Entity has an integrated risk management framework. The Entity’s approach to risk management is based on risk governance 
structures, risk management policies, risk identification, measurement and reporting. Three types of risks are reported as part Trade and other payables from non-exchange 7.25% (3,220) : = 
of the risk profile, namely operational, strategic and business continuity risks. Operational risks are events, hazards, variances transactions 
or opportunities which could influence the achievement of the Entity’s compliance and operational objectives. For the Entity a Loan from shareholder 41.29% (5,405,599) (377,670) (2,043,084) 
strategic risk is a significant unexpected or unpredictable change or outcome beyond what was factored into the organisation’s . " 
strategy and business model which could have an impact on the Group’s performance. Finance leases 10.00% (13,512) 7 ° 
Current tax payables 10.20% (168,706) - - 


Business continuity risks are those events, hazards, variances and opportunities which could influence the continuity of the 
Entity. 


One of the risks for the Entity identified both under the operational and strategic risk categories, is the financial sustainability 
of the Entity. To address this, risk management has looked into future initiatives that City Power could embark on. There is a 
Sustainability Committee of the Board to monitor management progress. The financial risks and the management thereof, form 
part of this key risk area. The types of financial risks which are considered to form the major part of the risk profile of the Entity 
are liquidity risk, credit risk and market risk. 


The Board of Directors have delegated the management of enterprise-wide risk to the Audit Committee which operates through 
various sub-committees. One of the committee’s objectives is to ensure that City Power is not unduly exposed to financial and 
market risks. The Entity’s overall risk management program focuses on the unpredictability of financial markets and seeks 
to minimise potential adverse effects on the Entity’s financial performance. Treasury Risk management is carried out by a 
central treasury department under policies managed by the City of Johannesburg Metropolitan Municipality. Treasury Risk 
management identifies, evaluates and hedges financial risks in close co-operation with the municipal entity’s operating units. 


Interest rate risk 


The Entity’s interest rate risk arises from long-term borrowings.There are no borrowings at variable rates of interest except for 
the sweeping account with CoJ. Borrowings issued at fixed rates are subject to fair value interest rate risk. 


The Entity analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated taking into consideration 


refinancing, renewal of existing positions, alternative financing and hedging. Based on these scenarios, the Entity calculates the 
impact on surplus/deficit of a defined interest rate shift. 


Cash Flow Interest Rate Risk 


Financial instrument Current Due in less Year 2 Year 3 and 
interest rate than a year above 

Consumer receivables 7.25% 2,187,222 - - 

Trade and other receivables from exchange 7.25% 848,780 - - 

transactions 

Trade and other receivables from non-exchange 7.25% 194,979 - - 

transactions 

Trade and other payables from exchange 7.25% (4,647,240) - - 

transactions 

Deferred grants payables 7.25% (83,805) - - 
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Credit Risk 


Credit risk is the risk of financial loss to the Entity if a customer fails to meet its contractual obligations. This arises primarily 
from the Entity’s consumer receivables. 


Consumer receivables comprise a widespread customer base. The Entity’s exposure to credit risk is influenced by the individual 
characteristics of each customer. In monitoring credit risk, customers are grouped according to their credit characteristics, 
including whether they are large or small power users, geographic location, ageing profile, security (deposits and guarantees) 
held and payment history. 


Management evaluates credit risk relating to customers on an ongoing basis. If customers are independently rated, these 
ratings are used. Otherwise, if there is no independent rating, risk control assesses the credit quality of the customer, taking 
into account its financial position, past experience and other factors. Individual risk limits are set based on internal or external 
ratings in accordance with limits set by the Board. The utilisation of credit limits is regularly monitored. Sales to retail customers 
are settled in cash or using major credit cards. Collateral security is obtained from all customers either in the form of cash or 
demand guarantees. 


The carrying amount of financial assets represents the maximum credit exposure. The maximum exposures to credit risk at the 
reporting date are as follows. 


Trade and other receivables from exchange transactions 848,780 660,827 
Trade and other receivables from non-exchange transactions 194,979 330,377 
Consumer receivables 2,187,222 1,938,691 


Price Risk 


Price risk is the risk that the fair value of future cash-flows of financial instruments will fluctuate because of changes in market 
prices. Those changes are caused by factors specific to the individual financial instruments for its users, by factors affecting all 
similar financial instruments in the market. The Entity’s financial instruments are affected by the wholesale price of electricity 
from Eskom and Kelvin. Kelvin’s costs include coal, diesel and oil pass-through costs. 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
44. Risk Management (continued) Figures in Rand thousand 2021 2020 
Distribution Losses 45. Fruitless and Wasteful Expenditure 
The electricity energy losses can be classified into technical losses and non-technical losses, during 2020/21 financial year. Opening balance as previously reported 231,124 215,638 
Correction of prior period error - - 
ing : 6 F ; F 
The Entity’s technical losses ye the year are ifeS ites at 9%, amounehe to R1 eis pda (2020: be uate ae yee) eechanlcal Opening balance as restated 231,124 215,638 
losses relate to energy that is lost in the transportation of electricity from the point of supply to point of distribution through . ; re 
ere Add: Expenditure identified - current 128,570 15,486 
dissipation as useless heat. 
Closing balance 359,694 231,124 
The Entity’s non-technical losses for the year amounts to R2,527,971,199 (19.89%). The annual non-technical losses in prior 
financial year amounted to R2,349,707,845 (19.42%). The losses are attributable mainly to the following: Fruitless and wasteful expenditure - Current year 
- Theft and bypass of meters Interest payable to SARS 6,202 14,886 
- Illegal decalibration of meters ieee anidiccamnent 534 600 
- Damaged meters and faulty voltage and current transformers : Ls y 
- Billing errors Locksmith services S) - 
- Customers without meters Impairment of property, plant and equipment 121,831 - 
128,570 15,486 
As part of the Entity’s strategy to continuously reduce the impact of non-technical losses, the following interventions have been 
implemented and are being reviewed and improved on an annual basis: AG. | | E dit 
- Installation of automatic meter management systems, for both large and small power users, i.e. automated metering ; EPC gUIAr EADpenaure 
technologies 
- Continuous replacement of faulty conventional and prepaid meters The disclosure figure indicating irregular expenditure is always calculated inclusive of VAT. 
- Automation of process to acquire new customers and change of meters (through the implementation of automated 
workflow and escalation system) Opening balance as previously reported 2,140,830 976,009 
- Utilisation of anonymous “hot line” to report theft, vandalism and tampering Pri dias ‘ 
- Random and targeted audits are performed, followed by removal of illegal connections and normalisation supply ad = sr saul 2 - 
- Stand-by-stand audit which will constitute (100%) verification against the valuation role of the City of Johannesburg Opening balance as restated 2,140,830 976,009 
- Reconciliation of customer population with the number of stands on the General valuation roll of CoJ. The Entity calculates Less: Amount written off 2 (236,025) 
distribution losses as a percentage of Bulk purchases and Kelvin capacity charges which is reported as lease costs in the Current year expenditure 1,031,089 1,400,846 
Statement of Financial Performance. Closing balance 3,171,919 2,140,830 


Liquidity Risk 


Liquidity risk is the risk that City Power will not have sufficient financial resources to meet its obligations when they fall due, or 
will have to do so at an excessive cost. This risk can arise from mismatches in the timing of cash flows from revenue and capital 
and operational outflows. Funding risk arises when the necessary liquidity to fund illiquid asset positions, such as building new 
electricity capacity, cannot be obtained at the expected terms and when required. The Entity’s risk to liquidity is a result of the 
funds available to cover future commitments. 


The Entity manages liquidity risk through an ongoing review of future commitments and credit facilities. Cash flow forecasts are 
prepared and adequate utilised borrowing facilities are monitored. The Entity’s funding is managed by the City of Johannesburg 
Metropolitan Municipality. The City borrows money in the open market through the issue of bonds as and when required. 


Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding 
through an adequate amount of committed credit facilities and the ability to close out market positions. Due to the dynamic 
nature of the underlying businesses, Entity treasury maintains flexibility in funding by maintaining availability under committed 
credit lines. 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 

for the year ended 30 June 2021 
Figures in Rand thousand 2021 2020 Figures in Rand thousand 2021 2020 
46. Irregular Expenditure (continued) 46. Irregular Expenditure (continued) 

Details of irregular expenditure — prior year 

Details of irregular expenditure — current year Appointment of a supplier who did not meet mandatory requirements - 18,076 
Appointed supplier without mandatory requirements 2,096 - Irregular expenditure not disclosed (2180GS) - 2,181 
Contract 2180GS 5,049 - Appointment of a supplier who did not meet mandatory requirements - 2,162 
Appointed supplier without mandatory requirements (Pulsemed contract extension) 2,595 - Extension of current contract - 1,955 
Work without a contract (Easypay, Cigicell, Contour) 44,501 - Extension of current contract - 645 
Supply and repair of ICT hardware & accessories 4,640 - Extension of current contract - 5,236 
Removal of illegal connections and meter audits edie - False declaration - 1,411 
Maintenance of DC systems 1,247 - Work without contracts - 15,152 
Supply, installation and commissioning of optic fibre 13,871 - Supply and repair of ICT Hardware & Accessories - 3,371 
Contract extension after expired date (F&J Electrical & Machite Engineering) 22,661 - Removal of illegal meters and audits - 7,117 
Turnkey solutions for Electrification projects 140,093 - Maintenance of DC Systems - 526 
Labour contract declared null and void by Court 610,362 - Supply and installation of fibre - 2,499 
Fleet contract extended by City of Johannesburg 90,557 - Extension of contract periods done after expiry date - 2,583 
Security contract extension 68,926 - Turnkey solutions for Electrification Projects - 55,890 
Emergency procurement due to lack of SLA 70 - Third Party vending - 8,515 
Contract extension due to lack of planning 2,063 - Labour contracts declared null and void by court - 845,162 
Procurement without purchase order 42 - Fleet contract extended by CoJ - 96,492 
Procurement of wheelchair - SCM procedure not followed 30 - Subcontractor used to finalise disciplinary case - 193 
Expenditure without budget 193 - Strategic partner used to finalise disciplinary case - 84 
Service rendered without purchase order 12 - Security contract extension - 60,639 
COVID-related expenditure 23 - COVID-19 emergency procurement - 2,527 
Contract extension due to poor planning 2,229 - Over expenditure on budget - 233,052 
Supplier did not meet technical criteria 130 - Security contracts - 34,697 
Awards to suppliers with incorrect advertising 140 - Waterfall Key project - 681 
Actom Power Systems - Upgrade of Cleveland substation 12,442 - - 1,400,846 


1,031,089 - 


To minimise the irregular and fruitless and wasteful expenditure, the City Power Board approved in excess of R2 billion worth 
of transactions for write-off. The request for write-off was presented to the Municipal Public Account Committee (MPAC) sub- 
committee on 15 June 2021. The MPAC sub-committee did not conclude the submission for the day, of which these will be 
considered in the next meeting. As at year-end, an amount of R304 million was recommended to MPAC and Council for write-off. * 
An adjusting effect will be considered if these are approved by Council subsequent to 31 August 2021. 


The significant amount of irregular expenditure is mainly due to the Labour contract that was declared invalid by the Court in the 
2019 calendar year and carried over to subsequent years, including the current year. During September 2020, the Court ordered 
City Power to embark on an emergency procurement process for the Labour contract while the new procurement process is 
embarked on. 


The tender for the new procurement process to normalise the irregular expenditure is in progress. 


Cases Under Investigation 


Cases under investigation still in progress (4) (2020: 13) which are all related to non-compliance with procurement process) « 
requirements. 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 


for the year ended 30 June 2021 


47. Prior-Year Adjustments 


Errors 


Management only processes the correction of the error if it is considered material with respect to the Annual Financial Statements 
as required by the standard of GRAP. Historical errors, mainly pertain to correction of billing based on the queries raised by 
customers. In this regard, Management is introducing better controls around revenue management to enable revenue forecasting 
and improve revenue predictability, accuracy and completeness. 


Kelvin Bulk Purchase Provision 


Carbon tax which become effective from 1 July 2019 was not provided for in prior financial periods. The estimated penalties have 
been estimated by Management and provision has been recognised at the reporting period. 


The error has been corrected retrospectively with all comparative amounts restated. 
Service Charges 


The electricity revenue accrual was misstated in the 2019 and 2020 financial periods. The revenue for the affected periods has 
been adjusted and comparative amounts restated. 


The effect of the error on the individual items are as follows: 


Statement of Financial Performance 


FY 2019 FY 2020 Total 
Decrease in service charges (132,105) (110,013) (242,118) 
Increase purchases (Environmental penalty) (772) (10,663) (11,435) 
(132,877) (120,676) (253,553) 

Statement of Financial Position 
FY 2019 FY 2020 Total 
Consumer debtors (132 105) (110 013) (242 118) 
Provisions (772) (10 663) (11 435) 
Accumulated profit 132 877 120 676 253 553 


The correction of the above amounts has resulted in prior year amounts being restated. Presented hereafter are those items 
contained in the statement of financial performance and statement of financial position. 
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47. Prior-Year Adjustments (continued) 


Statement of Financial Position 
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FY 2019 
Previously Correction of Restated 
reported error 
Consumer debtors 1,440,155 (132,105) 1,308,050 
Provisions (202,483) (772) (203,255) 
Accumulated profit (5,223,641) 132,877 (5,090,764) 
(3,985,969) - (3,985,969) 
FY 2020 
Previously Correction of Restated 
reported error 
Consumer debtors 2,180,808 (242,118) 1,938,690 
Provisions (243,507) (11,434) (254,941) 
Accumulated profit (5,293,436) 253,552 (5,039,884) 
(3,356,135) - (3,356,135) 
Statement of Financial Performance 
FY 2019 
Previously Correction of Restated 
reported error 
Service charges 14,361,885 (132,105) 14,229,780 
Bulk Purchases (10,718,639) (772) (10,719,411) 
3,643,246 (132,877) 3,510,369 
FY 2020 
Previously Correction of Restated 
reported error 
Service charges 16,012,393 (110,013) 15,902,380 
Bulk Purchases (11,512,422) (10,663) (11,523,085) 
4,499,971 (120,676) 4,379,295 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
48. Change in Estimates 49. Reportable Supply Chain Deviations in Terms of Section 36 (Amounts in 


Rands) (continued) 


Property Plant and Equipment and Intangible Assets a ; ; : : 
Deviation and Ratification From the Normal Procurement Processes in Terms of Regulation 36 
a ; ; (1)(a)(v) and (b) of the Municipal Supply Chain Management Regulations: (Prior Year) 

The original useful lives of property, plant and equipment and software have been reassessed as per the table below in 

the beginning of the current financial period to reflect the actual pattern of service potential derived from the assets. The 


depreciation is to be calculated on a straight-line basis for the remaining useful lives of the asset. > HV Test - Repairs and Calibration Contract - R107,058 


* — Silicon Engineering - Repairs and Calibration Contract - R624,786 
° Enviro Tech SA - Removal of Medical Waste - R676,000 


Asset class Useful lives ¢ Linda Security - National Key Point Security - R2,131,000 
extensions . Mafoko Security/Nduma Security/GNG Security/Linda Security - Physical Security Services - R39,000,000 
: . Six Sense Consulting - External witnesses - R222,180 
Comipniee iin oil Ve eet ° SNG Grant Thornton - External witnesses - R96,686 
Plant and machinery 1-9 years *  Yibaa Holdings - Hiring chairs and tables for testing of electricians - labour contract (not utilised) - R116,000 
Software 1-2 years . Mafoko Security Patrols - Physical Security Services - R4,412,015 


° Nduma Security Consultants- Physical Security Services - R6,979,179 

° GNG Risk Management & Security - Physical Security Services - R2,604,971 

¢ Linda Security CC - Physical Security Services R5,236,265 

« Linda Security NKP - Physical Security Services - R550,854 

¢ Tank Industries - Supply and Delivery of LV & MV Cable Accessories contract - R7,299,999 

° PH Marketing - Supply and Delivery of LV & MV Cable Accessories contract - R4,500,000 

Asset class Current year Future ¢ — Various OEMs - Procurement of Miniature Substations and Ring Main Units (Critical Materials) - R145,405,000 
(Decrease) Increase * — Dynamic Recovery services - Cyberattack - R16,065,754 

° Altech Card Solutions - Cyberattack - R19,219,220 

. Dalitso Business Equipment - Cyberattack - R177,260 


Furniture and fittings 1-3 years 


The change in the useful lives of the assets had the following impact on depreciation: 


Computer equipment (4,250) 4,250 *  Ontec Systems - Cyberattack - R5,314,631 
Furniture and fittings (81) 81 ° Jolenhla Consulting - Cyberattack - R7,200,000 
*« Dynamic Recovery Services - Implementation of services, security technologies and solutions to resolve a cyberattack - 
Software (16,400) 16,400 R18,595,637 
Plant and machinery (5,853) 5,853 « Chimera Holdings - Implementation of services, security technologies and solutions to resolve a cyberattack - 
(26,584) 26,584 Se 


¢ Various - Emergency procurement of all COVID-19 consumables in line with the declaration of a national disaster and 
subsequent guidelines - R3,973,300 

° Machite Engineering - Replacement of 11kV Feederboard at Waterfall Switching Station: Variation orders, CPA and 

49. Reportable Supply Chain Deviations in Terms of Section 36 (Amounts in Rands) onnssnes : a be 

* | DandS Construction and Projects - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 

° KLZ & TTM JV - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 

° Rivisi Electrical Contractors CC - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 


Deviation and Ratification From the Normal Procurement Processes in Terms of Regulation 36 ° Lufuno Kone Electrical - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 


(1)(a)(v) and (b) of the Municipal Supply Chain Management Regulations: (Current Year) *  Sphandile Trading Enterprise CC - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 
° Imbawula Technical Services - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 
° Emergency procurement - Disruption of essential services: Lenel Onguard Security System which operates the access . Mongmabu Investments - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 
control, CCTV and integrated alarm systems stopped functioning - R70,000 *  Yande Engineering and Projects -disconnection/reconnection of non-paying customers and meter audits - R1,000,000 
¢  Odirile Holding (Pty) Ltd - Providing ICT Service Desk and End User Support whilst allowing the tender process to be *  Leoka Investments CC - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 - 
initiated and concluded - R2,229,000 *  Bvelela Engineering CC - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 
*  Pulsemed Emergency Services - Integrated Health Services - Contract extension R800 000 *  Tshehlane Electrical - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 : 
° Nerm Application/KLZ Engineering/Mafu Holdings/Nolewu Constructions - Contract extension for testing on power cables *  Mathoho Electrical & Projects - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 
and fault locations on cables - R5,400,000 *  Zabest Construction (Pty) Ltd - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 , 
¢ — Triple SL Tech - Contract variation for repairs and maintenance of fire extinguishing equipment services - R922,000 *  Kubakhi Contractors CC - disconnection/reconnection of non-paying customers and meter audits - R1,000,000 
*  Anzosol Investment - Contract extension for the provision of oil spill cleaning services R1,500,000 ¢  Lefhumo Lwa Barema Trading Enterprise - disconnection/reconnection of non-paying customers and meter audits - " 
° Barry Buys Property CC - Contract extension for the provision of dry ice services during commissioning and maintenance R1,000,000 
R1,800,000 


° Various suppliers - Labour Contract R1,422,778,000 
° Actom Power Systems - Upgrade of Cleveland Station R35,471,000 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (cont.) 
for the year ended 30 June 2021 
49. Reportable Supply Chain Deviations in Terms of Section 36 (Amounts in Rands) Figures in Rand thousand 2021 2020 


(continued) 


Procurement With Less Than Three Quotations: (Current Year) 


° Hypertool and Hardware - R185,725 

* Gauteng Metrology Services cc - R9,487 

* Edge Line Engineering - R137,500 

° Mishel and Brothers Construction and Services - R165,000 
° Mishel and Brothers Construction and Services - R79,000 
° HV Test Repairs and Calibration - R9,446 

¢ Mega Tag Agriculture and Projects - R47,143 

° NTP Investments - R9,100 

. Letta Consulting - R20,000 

° Matey Services Solutions - R25,899 

* Edge Line Engineering - R177,100 

¢  Microsep (Pty) Ltd R12,551 


Valid Procurements With Less Than Three Quotations: (Prior Year) 


*  Motlokwana Healthcare (Pty) Ltd - R1,098 
° Yibaa Holdings - R57,500 

° Dash Trading Enterprise - R20,100 

* — Doble Engineering Africa - R126,004 

° Lundstar - R34,560 

° HV test repair and calibration - R24,664 

° HV test repair and calibration - R22,114 

° HV test repair and calibration - R4,557 

° Yibaa Holdings - R102,400 

. Dash Trading - R61,750 

« — Anton Paar Southern Africa (Pty) Ltd - R8,357 
¢ McClain Capital (Pty) Ltd - R41,050 

° Silver Spectrum Solutions - R171,000 


Explanatory Note for Deviations: 


The number of deviations entered into has reduced in comparison with the previous year. The implementation of the procurement 
plan was adversely affected by the COVID-19 pandemic. Management has put a recovery plan into place which saw many 
contracts being awarded in the latter half of the financial year, and this will be carried into the new year. Deviations are limited to 
critical service delivery requirements, revenue protection and protection of critical infrastructure, while the normal procurement 
of these is underway. Emergency procurement relating to labour contract was in terms of the court order. 


SCM activities have been elevated to EXCO for timeous attention. 


50. Segment Information 


Management has determined the reportable segments based on the reports regularly provided, reviewed and used by Executive 
Committee (EXCO) to make strategic decisions and assess performance of the segments. EXCO assesses the performance 
of the operating segments based on a measure of profit or loss consistent with that of the financial statements. The amounts 
provided to EXCO with respect to total assets and liabilities are measured in terms of GRAP. These assets and liabilities are 
allocated based on the operation of the segment. 


The entity has only one segment which is distribution of electricity within City of Johannesburg.The operating unit provide, 


operate and maintain the distribution network for distributing electricity as well as a customer service function that sells electricity 
to local large and small power users. The disclosure of information about these segments is also considered appropriate for 


external reporting purposes. 
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50. Segment Information (continued) 
Segment Surplus or Deficit, Assets and Liabilities 


The Entity has only one segment which is distribution of electricity within the City of Johannesburg. The operating unit provide, 
operate and maintain the distribution network for distributing electricity as well as a customer service function that sells electricity 
to local large and small power users. The disclosure of information about these segments is also considered appropriate for 


external reporting purposes. 
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Revenue Distribution Total 
Service charges 16,400,390 16,400,390 
Fees earned 35,089 35,089 
Rental Income 616 616 
Reconnection fees 4,862 4,862 
Other income 341,824 341,824 
Interest revenue 76,825 76,825 
Revenue from non exchange revenue 118,062 118,062 
Total segment revenue 16,977,668 16,977,668 
Expenditure Distribution Total 
Employee related costs (1,296,688) (1,296,688) 
Administration (103,618) (103,618) 
Depreciation and amortisation (586,937) (586,937) 
Finance costs (523,890) (523,890) 
Lease rentals on operating lease (688,502) (688,502) 
Debt Impairment (792,538) (792,538) 
Bulk purchases (12,133,490) (12,133,490) 
General expenses (1,406,978) (1,406,978) 
Impairment (121,831) (121,831) 
Total segment expenditure (17,654,472) (17,654,472) 
Surplus/(Deficit) before taxation (676,804) (676,804) 
Taxation 207,799 207,799 
Total segment surplus/deficit (469,005) (469,005) 
Assets Distribution Total 
Segment assets 19,793,589 19,793,589 
Liabilities Distribution Total 
Segment liabilities 15,110,244 15,110,244 
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for the year ended 30 June 2021 


50. Segment Information (continued) 
Information About Geographical Areas 


The Entity operates in seven political regions A-G of the City of Johannesburg Metropolitan area. However, such information is 
not regularly used for decision making. 


A feasibility study to determine associated costs is necessary before such reporting can be decided upon. 
Additional Information 


The revenue other than non-exchange revenue is revenue from exchange transactions. 


Additions to non-current assets (799,963) 
Amount relating to non-cash revenue - 
Amount relating to non-cash expenditure 1,501,306 
Amount relating to cash flows from operating activities 328,011 
Amount relating to cash flows from investing activities (785,762) 
Amount relating to cash flows from financing activities 759,974 
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Capital Expenditure 
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